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Checklist 
of New Ideas 


ON PEACE CONFERENCES 

An international conference is a 
place where the people of the world 
learn to understand each other, and 
then to hate each other.—Andre 
Maurois. 


ON HOPE 
I can explain everything. 


—Adolf Hitler. 


ON SIN 

The cocktail hour, ingeniously pop- 
ularized for profit by the big hotels of 
Washington, New York and other 
large cities, is more perilous and ruin- 
ous to young women than the old- 
time barroom treating custom ever 
was to young men. Employing the in- 
sistent influence of social custom to 
promote alcoholic habits and _ liquor 
sales, the cocktail hour alone is suffi- 
cient to condemn repeal as an inex- 
cusable crime against American youth. 
—F. Scott McBride, General Superin- 
tendent, Anti-Saloon League. 


ON A CLEAR IDEA 

The proper comedy for the screen 
is visual. Films try to get too many 
laughs out of dialogue. We use panto- 
mime, not wise-cracks. In “Three 
Little Pigs” we used more talk than 
ever before—Walt Disney, Creator of 
Mickey Mouse. 


ON REVIVAL OF RELIGION 
Religion is sick, but it is by no 
means dead, and on some calamitous 
tomorrow it may enjoy something of a 
revival. That revival, in fact, is con- 
stantly predicted by specialists in hu- 
man stupidity, and though it has not 
come so far it may be on us after the 
next World War.—H. L. Mencken in 
“Treatise on Right and Wrong.” 


ON PROPHETS OF DOOM 

Certainly it is hard to imagine 
Christians taking the breast-beating of 
the current Spenglers gravely, with so 
many far more eloquent and convinc- 
ing prophecies of doom spread before 
them in the inspired textbook of their 
faith. If they actually believe, as they 
pretend, in the inevitable advent of the 
horrible monsters described in the Book 
of Revelation, then there is no excuse 
for them being alarmed by a few Nazis 


| and Bolsheviks.—Ibid. 
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But Is It a Surplus Economy? 


By Robert R. Doane* 


PETER PANACEAS, seeking to con- 
quer a newly fabricated world of 
plenty, have found the going pretty hard. 

Fighting phantoms is like that. So is the 
hard, long, laborious journey toward any 
mirage. The reward is disillusionment, de- 
spair, and sometimes complete annihilation. 

No matter how carefully the expedition 
has been planned; no matter how deep 
burns the hope of accomplishment; nor 
how defiant, how eager, or how honest the 
desire—stark realism will inevitably arise to 
confound, confuse and conquer—in the end. 
Attest—the findings of the government’s 
own undertaking, as revealed in this article. 

Combating but the shadows of imagined 
things has been, and still is, a definite part 
of the socially enforced technique of poli- 
ticians whose easy optimism consists chiefly 
in appealing to the slothful dreams of man. 
As the major portion of any electorate can 
only understand the simplest form of in- 
terpretation, these shadows may be made to 
change their patterns, and, through enlarge- 
ment, intrigue and trap the minds of men. 

For a full decade we in America have 
been treated with a vast verbal portrait de- 
picting a “surplus ecomony.” A canvas has 
been hung before our eyes—covering the 
real needs in the distance—portraying a 
bountiful Utopia; a canvas which has 
served to blur the real landscape as it pre- 
sents the distorted, synthetic concepts of in- 


*See Author’s Note, Page 64. 
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numerable well-meaning, although roman- 
tic and exaggerated imaginations. 

The concept of a surplus economy is not 
new. It has appeared with astonishing regu- 
larity at every crisis since the Napoleonic 
Wars. The redundant contention of an 
ever widening variety of individuals— 
eager for some fresh and glittering intel- 
lectual currency—has been that this para- 
dox of plenty represents a new phenomenon 
entirely peculiar to our America of the past 
few years. This concept of poverty in the 
midst of plenty, whereby our surpluses have 
become the very source of our distress, has 
penetrated throughout an amazingly large 
section of our people. It has become a part 
of the “thought currency” of the man in 
the street. It has been given velocity by the 
socialists, the communists, the technocrats, 
the new economists, and last, but not least, 
the New Dealers. 

When further inflated with the idea that 
all privation and want are but artificially 
enforced phenomena in the face of a 
plethora of resources, we find in it a new 
fulcrum around which is swinging the most 
amazing variety of economic and political 
topsy-turvy doctrine since Rousseau set the 
world on its head by proclaiming that all 
heads were equal—regardless of what 
might be in them. 

Such a reiterated major premise of 
abundance, like all promised lands of milk 
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and honey, was in itself a 
highly acceptable concept, 
whether or not it be clothed 
with more fantasy than 
reality. It represented the 
missing link in the long 
chain of arguments that a 
struggling people have been 
developing since Karl 
Marx wrote “Das Kapi- 
tal.” 

Under a deft manipula- 
tion the senses of men often 
become obsessed by such a 
shifting mirage. At such 
times judgment is tricked and robbed of its rightful con- 
clusion. From the standpoint of social motivation it is 
not what is, but that to which the mind can be made to 
attend—that all too frequently passes for reality. Such 
illusions also shape the interpretation of what is seen. The 
evidences of common sense become twisted, a form of 
mental astigmatism sets in, and the normal sequences of 
social thought get out of line. This, at least appeals to the 
writer as the only logical explanation for the mistaking of 
the mirage, for the attendant debasing of the science 
of statistics, which has led by various and devious roads of 
political thought currently held that salvation lies in the 
redistribution of wealth and a forced disbursement of a 
total surplus economy which does not exist. 


Such abnormality of thought naturally seeks to justify 
its right to be. Simple fact becomes looked upon askance. 
Wishes dominate, while convenient theories of causation 
are innocently brought into play to further befuddle the 
reason. Isolated facts, statements and findings, peculiar in 
themselves, are brought together to form such a patterned 
mosaic as already lies behind the eyes. Especially is this 
true if the instances contain an emotionally exciting idea 

Politics, culture, climate and economics—though re- 
lated—are perhaps not one and the same thing. Yet each 
election period we learn that unemployment, hard times 
and bankruptcy are chiefly the fault of the opposing party. 
Political and social theorists, upon finding surpluses in 
some divisions of the economy, readily assume that we have 
a surplus in toto. It presents a witching argument. But 
it is played with loaded dice. 

Facts—those brute beasts of the intellectual field—all 
too often indicate hard and stony roads, hot sun, parched 
tongue and a long winding journey. [Illusion paints the 
lotus tree, the cool babbling brook, ease, comfort, security 
and positive reward. It is attractive. It appeals. And the 
mind deals only with the materials it possesses. 

Of such stuff has been the nature and character of our 
present day mental mirage, upon which much of the New 
Deal planning is based. Yet the very essence of our pres- 
ent problems has demanded far more than a surface trans- 
cendental homage. 

We, in America, like to indulge in the pleasantry of 
superlative description. We like to hear our resources 
described in grandiose terms. The wearing and fatiguing 
exploitation of a new continent has demanded such glamor. 

But is it a surplus economy? Or is there lying pregnant 
within the economy some such meaningful potential? Ana 
does not the possible future await all surpluses? 
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Therefore it has been suggested that before we initiate 
too many New Deals it might be prudent to count the 
cards. To examine, as it were, the deck. 

One would be inclined to consider that, after 150 years 
of our independent existence, a comprehensive inventory 
of our resources, both present and potential—raw, pro- 
cessed, instrumental, institutional and human—would be 
of value; in fact should be almost an imperative duty of 
any intelligent government of progressive peoples. 
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Such a quantitative inventory, covering the entire econ- 
omy—disclosing capacities, resources, bottlenecks, poten- 
tial forces, and their geographic distribution in relation to 
one another—should prove indispensable as well as epoch- 
making in the irrefutable factual basis it would supply as 
a sound foundation for the development and orderly prose- 
cution of all constructive public and private programs. 

Toward such a task the National Survey of Potential 
Product Capacity has bent its effort. Without fanfare of 
publicity, this governmental agency, with a staff in the 
nation’s political capital at Washington, a staff in the 
nation’s commercial capital at New York, and a field staff 
covering the country, has been silently and diligently under 
way during the past five months. During this period of 
time the largest mass of factual data ever accumulated in 
history has been examined, brought together, collated, class- 
ified and correlated. It has been a laborious and painstaking 
undertaking, encompassing practically every category of 
economic effort. The work is still not fully complete, yet 
enough has been gleaned in the major fields to throw un- 
precedented light upon many hitherto darkened quarters. 
Let us review a few major findings, especially in these 
fields that contribute the major portion of our total 
national income. 

Of all prime and indispensable essentials food stands 
first. In the absence of a satisfactory standard or criterion, 
suitable to all schools of economic thought, whereby a 
surplus can be readily identified and measured, we can 
safely accept the yearly food requirements, per capita, of 
the U. S. Department of Agriculture. Reduced to its sim- 
plest terms the picture stands as follows: 


STANDARD DIET 


Annual Liberal Diet* 1929 Peak Production 
(Pounds per capita per year) (thousands of pounds) 


Items Pounds Deficiency Surplus 
Flour and cereals........ eer rs 16,022,612 
BE: cowie yk aye RReS 636 26,967,000 ......... 
NE, i sienna eae Ge <incarnxne 1,030,670 
Beans, peas, nuts........ D° <eueeeeee 1,396,240 
Tomatoes, citrous fruits.. 110 1,382,926 ......... 
Leafy and other green veg. 135 7,300,936 ......... 
Other vegetables and fruits 325 12,326,000 ......... 
re . ee 7 ere 
Fats, bacon and lard.....  csunwowws 2,833,000 
Sugar and molasses ...... GO 2AGIASOD ..ncceces 
Meats, including fish..... 165 2906265 .ncc cece 


Eggs, (individual eggs).. 360 13,723,370 ......... 
*(Circular 296, U. S. Dept. of Agriculture. ) 

On this basis the most accurate figures disclose an 
annual deficiency of approximately 27 billion pounds of 
milk, (the equivalent of 13 billion quarts) a deficiency of 
1% billion pounds of tomatoes and citrous fruits, a de- 
ficiency of more than 12 billion pounds of fruits and green 
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vegetables, a deficiency of 2 billion pounds of meats, and 
more than 13 billion eggs and 2% billions of pounds of 
sugar. 

In other words our so-called “economy of plenty” with 
its 527 million acres and its 6 million farmers has failed 
(not only in one year but in a five-year average test) to 
meet the adequate food requirements of its people to the 
astonishing extent of nearly 100 billions of pounds of food 
stuffs! 

In order to make up a large portion of this annual food 
deficit we were forced to import some 22 billions of 
pounds of food. 

Surely, under no stretch of the imagination, can this be 
termed an economy of abundance. 

Let us next turn our attention to shelter—that second 
ranking human necessity. Here we encounter an even 
more appalling story. The findings indicate a present 
accumulated shortage in excess of 6 million dwellings. On 
the basis of modern sanitary and living comfort standards 
it will take the American people 15 years at an annual out- 
lay of 10 billion dollars to bring our housing facilities up 
to a reasonable level. It has been conservatively estimated 
that on the basis of normal population increase plus losses 
from obsolescence and disaster there is a current minimum 
need for the construction of 500,000 dwelling units per 
year. Upon preliminary evidence from the Real Property 
Inventory of the Department of Commerce we find almost 
2 per cent, or more than half a million, of American 
residential structures to be “unfit for habitation,” also 
some 53 per cent are in need of repair, with approximately 
one-third of our dwellings more than 50 years old and 10 
per cent more than 75 years of age. One fourth of our 
houses are without bathtubs, 14 per cent are overcrowded, 
while almost one-half of our homes are still heated by 


stoves. 
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Recent findings indicate that we need to build new homes 
at the rate of 2 million per year during the next five years 
in order to keep pace with population growth and make 
up our current housing deficit. 

Yet our capacity, due to present limitations in supply- 
ing materials, transporting them, and in construction tech- 
nology, will not permit, today in America, the building 
of more than 200,000 such structures per annum. (It will 
be kept in mind that these are physical quantitative restric- 
tions, and are not to be confused with purely financial 
problems. ) 

Next, after providing ourselves with food to sustain 
life and shelter from the elements, clothing ranks as the 
third great essential. Here let us see, on the basis of 
capacity, how we are prepared to clothe ourselves. 

In the great prosperous year of 1929 the male popula- 
tion of the United States were supplied, on a per capita 
basis, with a bare one third of a garment of new outer- 
wear. While, at the same time, the capacity on a plant 
basis was barely able to supply a fraction less than a single 
new suit of clothes for each male. In other words, in this 
land of plenty, where two new suits of clothes per year 
might be reasonable expectation, the American ability— 
with existing plant equipment and material capacities taken 
into consideration—disclosed a deficiency of some 66 mil- 
lion suits. For the female population, which fared much 
better than the male, there was barely one-half garment 
(skirts, ensembles and suits) per capita; while on a mini- 


AUGUST, 


1934 





mum living standard basis of two new outer garments 
each, the deficiency was in excess of some 52 million gar- 
ments. 

Yet in 1929, in order to supply our population with 
barely one-half a new garment each, we were forced to 
import more than one-half billion pounds of wool and cot- 
ton, to say nothing of other fibres. And had we then had 
the mechanical capacity to supply two full garments each 
we would have been forced to increase our supply of cot- 
ton, either by additional importantion or cultivation, by a 
full 5 billion pounds; and our wool by more than 1 bil- 
lion pounds, which means an increase of six times our 
present number of sheep, and an additional 17 million 
acres in cotton cultivation. 


Thus the deficits mount, when envisaged in terms of a 
modicum of living comforts. And we have thus far only 
touched the surface of that long list of goods and services 
which make up the daily’ living needs of 125 million 
American people. Our transportation equipment would 
be taxed to the utmost if we were to attain but 50 per cent 
of this standard. If we are able to resume the 1929 level 
of production our electrical power utilities will become an 
exceedingly grave problem. Besides all of this there is 
need for an additional 40,000 miles of surfaced highways, 
the replacement of several million automobiles, pipe lines, 
water and gas mains, sanitary sewage systems, hospitaliza- 
tion, public structures, educational buildings, and so on 
down an interminable list of both producer and consumer 
goods, to say nothing of services. 

In this newly invented land of plenty—‘America Self- 
contained” —we also are under the necessity of importing 
huge quantities of manganese, chromium, tin, nickel, 
tungsten, cobalt, vanadium, antimony, graphite, mica, plati- 
num, potash, cryolite, mercury, asbestos, camphor, cork, 
hemp, manila fibre, jute, hides, skins, furs, flaxseed, rub- 
ber, silk, wool, carbon, coffee, teas, cocoa, sugar; spices, 
hat straws, linen, brushes, casein, rattan, gums, resin, 
palm oil, olive oil, cocoanut oil, tapioca, drugs, opium, 
quinine, cocaine, licorice root, ergot, mux vomica, ipecac, 
castor oil, menthol, flavoring extracts, etc., etc. The 
aggregate total of which seriously pricks a dangerous hole 
in current concepts of autarchy. 

In subsequent articles in this series the problem of these 
related resources, capacities and forces will be handled in 
more detail ; suffice it here to ennumerate those outstanding 
findings which are of the gravest practical immediate sig- 
nificance, especially in the light of our current popular 
policies. In advance a word should be spoken regarding 
the organization of this survey, its personnel, method of 
operation, authority of data examined, and the validity of 
its findings. 

In this survey not only has every precaution been taken 
to make the work as thorough and accurate as time and 
resources would permit, but also an unusually wide range 
of varying individual viewpoints have been intimately as- 
sociated with each division of the work. 

Charles William Burkett, Ph.D., a recognized authority 
on American agricultural problems, author of fourteen text 
books and former editor of the American Agriculturist, 
formerly professor in the University of New Hampshire 
and North Carolina College of Agriculture and director 

of the Kansas State agricultural experimental station, a 
conservative Republican has directed and supervised the 





Agricultural Division of this National Survey, and has 
worked side-by-side with Mr. Harold Loeb, chairman of 
the Continental Committee on Technocracy and author 
of “Life In A Technocracy.” Mr. Loeb, who is one of the 
Loeb family of Kuhn, Loeb & Company international bank- 
ing fame, whose maternal parent is a Guggenheim of the 
American Smelting & Refining interests, has acted as 
administrative supervisor of the New York division of the 
work. 

Dr. Walter N. Polokov, management engineer and 
author of “The Power Age,’ also formerly superintendent 
of motive power during the electrification of the New 
York, New Haven & Hartford Railroad, former technical 
advisor to the Board of Estimate of New York City, to 
the U. S. Shipping Board and to the government’s Ten- 
nessee Valley power development project, has been in 
charge of this survey’s fuel and energy division. Dr. 
Polakov has been noted for his caustic and intelligent 
criticisms of the original technocratic thesis, and in 1933 
was chairman of the Committee on the Significance of 
Technocracy for the American Society of Industrial En- 


gineers. 
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Arthur Dahlberg, Ph. D., author of “Jobs, Machines and 
Capitalism’ and an advisory consultant to the Planning 
Division of the National Industrial Recovery Administra- 
tion, noted for his concept that capitalism can and will 
survive, has acted together with Dr. William G. Roylance 
of the U. S. Department of Labor as referee to this survey. 

Maurice N. Blakemore, M.E., former economist of the 
Equitable Trust Company of New York City and former 
vice-president of Moody’s Investors Service and statistical 
editor of “Moody's Manuals,’ has acted as deputy director 
of this survey and chief collator of data. Mr. 
Blakemore has been long highly regarded in the statistical 
profession and is noted for his researches into the public 
utility field under the Walsh investigation. 

Graham L. Montgomery, M.E., in charge of the sur- 
vey’s food processing and chemical divisions, has served for 
ten years as technical editor experienced in food, power 
and chemicals for the McGraw-Hill Publishing Company. 
He was formerly managing editor of “Food Industries.” 


Major Douglas L. Cullison, because of his familiarity 
with the work of various governmental bureaus and his 
specialized knowledge in transportation problems, has been 
in charge of the transportation division of this survey, 
which has embraced all forms of land, water and air trans- 
port. 

In every division of the work practical, experienced and 
competent experts have been employed. The survey, dur- 
ing the past five months, has employed approximately 100 
individuals, with its clerical staff recruited among C.W.A. 
workers both in New York and in the District of Colum- 
bia. As a government undertaking every resource of the 
many government departments and bureaus have been made 
available. Wherever definite problems involving statistical 
interpretation has arisen the best experienced advice of the 
government technicians has been promptly obtained. The 
same procedure has been followed throughout the entire 
work in securing the cooperation and advice from leading 
experts among private agencies, trade associations and in- 


dividual concerns and corporations. 
The National Survey (NSPPC) undertook to discover 
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what production of producer and consumer goods and 
services might be expected if the rate of production were 


limited by physical factors only. Thus it covered first, 
the ratio of actual production to practical capacity pro- 
duction; second, capacity production if existing techno- 
logical knowledge were fully utilized; third, the man- 
power required for (1) existing production and (2) for 
capacity production; and fourth, the degree of interde- 
pendence among industries in order to ascertain possible 
bottlenecks in the flow of materials and finished goods from 
the natural resources to the ultimate consumer. 

Such a program necessitated the finding of three quan- 
tities, namely: 
1. Existing production in units and value covering th 

years 1927 to 1933 inclusive. 

2. Product capacity of existing plant covering the same 
period. 

3. Product capacity if known technological improve- 
ments were installed. (This latter could not be figured on 
an optimum basis, but rather it was considered essential to 
work backward from some conservatively moderate though 
arbitrary criterion of consumption requirements, and then 
calculate from existing data the relative abilities to meet 
such demand,—in terms of man-power, materials, equip- 
ment, service requirements, and time period necessary. ) 

The next step, and as yet uncompleted part of the sur- 
vey, is that of the distribution of these resources in rela- 
tion to the distribution of the population. 


The work of the survey was so organized as to permit 
two separate investigations to proceed simultaneously; 
namely the major divisions of the survey itself which en- 
compassed the following departments, each under the direc- 
tion of a specialist with a corps of assistants: 


1. Agriculture 
Forest products 

2. Construction 
Buildings 

3. Transportation 

4. Iron and steel 
Non-ferrous metals 

5. Machinery 

6. Paper and paper products 
Printing and publishing 

7. Textiles 

8. Rubber products 

9. Leather and leather products 

10. Chemicals 

11. Stone, clay and glass 

12. Fuels and electric energy 

13. Miscl. industries 

The independent procedure has endeavored to handle our 

productive-power resources from the standpoint of a re- 
arranged consolidated grouping as follows: 


I. Raw materials: 
1. Mines, quarries, oil and gas wells 
2. Agricultural 
3. Forests 
4. Water 
II. Instrumental forces 
1. Transportation 
2. Manufacturing 
3. Distribution 
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4. Machines and tools 
5. Institutions 

III. Human resources 
1. Physical (labor) 

2. Mental (professional ) 

Probably the chief distinguishing feature characterizing 
this survey has been in the expansive nature of its scope 
and in the unprecedented number of economic categories 
it has been able to study. As an illustration it will be re- 
called that the largest previous study covering existing 
capacity alone covered barely 50 categories as compared 
to this survey’s 421. 

Returning once again to the outstanding revelations of 
this survey it becomes apparent that the only “abundance” 
in the American economy, today as well as in 1929, is one 
of work yet to be done. A demand of truly gargantuan 
proportions. Work and toil and sacrifice for a few gen- 
erations yet to come. 

In the face of these disclosures it hardly seems likely 
that the New Deal, as we have thus far known it, with 
its policy of productive retardation bids fare to be little 
more than a passing episode. 

There are many other significant aspects connected 
with this problem of our assumed surplus. Not the least 
of these is whether the continuous consumption of exist- 
ing consumer durable goods (houses, furnishings, motor 
cars, etc.) is more important or exerts more influence upon 
the total realized national income than does their con- 
tinuous new production. And here, again, the most care- 
ful computations reveal that we have been consistently 
depleting our resources at a far more rapid rate than we 
have been replacing them. ‘This significant fact indicates 
an economy of extravagance—an economy of profligate 
excesses—rather than a surplus economy in the positive 
sense of an abundance. 

But—it is said, all of this may be true, yet under a 
more suitable social system than that of the past or present 
this picture with all of its harsh realities might have been, 


or might be made to become, quite different. Eliminate 
profits and debts, we are told, and the major restrictive 
forces making for retardation will be done with as vast 
geyers of goods are automatically released out of a sheer 
love of production. 

Yet an economy organized on the principle of division 
of labor can only function, under any system or “ism,” 
on an exchange basis. ‘That is—one class or kind of goods 
is exchanged by the producers for goods of another class. 
And this exchange is actually effected upon a cost basis. 
In other words one set of costs become exchanged for 
another set of costs. Whether these costs be reckoned in 
money terms, in labor notes, in drawing account tickets, 
or in ergs makes little difference. Yet there are, perhaps, 
some sensitive souls who think they can enhance their 
aesthetic experiences by merely changing the name of the 
rose, or stimulate the humdrum economic outlook by term- 
ing profits as wages, or vice versa. These various possi- 
bilities will be discussed, in the light of our new knowl- 
edge, in succeeding articles of this series. 

Nevertheless an economic myopia has envisaged a 
phantom wealth of tremendous socially alluring qualities. 
In fact—from the Technocrats to the New Democrats— 
it has all seemed too good to be true. It is. 

It is, indeed, unfortunate to discover that the age of 
plenty has not yet arrived. And that all those who are 
today so eagerly, faithfully and expectantly supporting 
policies based upon such myths are relying upon the 
massive structure of their loyalty alone—to dwarf the 
evidence of fact. 

Ice Age, Stone Age, Iron Age, Machine Age, Power 
Age, New Era Age, throughout them all—the age of 
scarcity declines, but the principle of scarcity still rules 
over economic man. 





The second article in this series on the findings of the NSPPC 
by Mr. Doane will appear in the September issue of New 
OUTLOOK. 
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Desert Ahead! 


Aridity is slowly increasing in the mid- 
lands of America, and poses a new 
problem about our eventual fate. Mr. 
Malone discusses the question in the light 
of new and startling evidence and from 
the viewpoint of the engineer which 
urges a Bureau of Aridity to prevent the 
U. S. from becoming a desert. 


I: there danger of the desert conquering our Middle 
West? 

Will the now fertile regions, lying between the Alle- 
ghanies and the Rockies, some day become a forbidding 
desert, similar to the sands that once knew the footprints 
of the Queen of Sheba? 

Is it possible that these pleasant lands, that have been 
paying dividends to the plow, may become, in time, a grim 
barrier of fifteen hundred miles of desert, separating two 
political divisions that will replace our present Union, the 
United States of America? 

Will some future archaeologist, perhaps, flying over the 
waste spaces of North America, become excited at glimps- 
ing the ruins of abandoned towers marking the sites of 
some of our present famous cities, even as certain French 
aerial explorers recently sighted, from the air, the ruined 
temples of what once had been the glamorous capital 
city of Sheba? 

These are some of the questions that are being asked 
today of those in charge of great public works planning 
campaigns. City dwellers generally feel scant kinship with 
the agricultural lands; but something happened recently 
to make the question of aridity of farms suddenly a per- 
sonal issue to every American, dwelling in country, town, 
or city. A wind storm of gargantuan proportions swept 
from the drought-stricken Middle West, carrying hundreds 
of thousands of tons of dry soil into the cities—across the 
Appalachians—even into the Atlantic Ocean itself. This 
has called to mind the stories of cities of older times, en- 
gulfed in dust storms and buried under wind-driven sands. 
Do our own cities of the 
plains, or even the Atlantic 
Coast, face a similar fate? 

Some American engin- 
eers, alarmed at the re- 
ceding water levels in the 
Middle Western territor- 
ies, fear that such calamity 
may come to pass. There 
is now before Secretary of 
the Interior Harold L. 
Ickes the suggestion that a 
corps of experts and en- 
gineers be organized to 
study aridity, which is 
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spreading like a plague over the land, and to take steps to 
prevent our own land “of milk and honey” from becoming 
desert. It is up to Secretary Ickes to decide whether a 
“B. A.”—(Bureau of Aridity)—shall be added to the 
Government’s new alphabet of Federal functionalism. The 
proposal that our Federal government take scientific steps 
actually and for all time to outwit the demands of drought 
is the twentieth century way of meeting a problem which 
is age-old. 

The recent drought, which has worked such ruin among 
crops and cattle, has acted as a spur to the technical minds 
that have been, up until now, engaged in a rather leisurely 
study of land problems. The unprecedented phenomenon 
of the recent dust storm in New York City, having its 
origin in the far, dry fields beyond the Mississippi, has 
caused many persons to open their eyes (only figuratively, 
of course!) For the first time, perhaps, people living in 
cities have had it brought home to them, in the lessons of 
this drought and the vast sums of Federal money required 
to alleviate the sufferings and poverty it has inflicted, that 
dryness in the Middle West is a national, not a sectional, 
problem. For the first time, perhaps, it is being recognized 
as a cumulative natural tendency and not as a sporadic ex- 
pression of a whim of the gods. So long as nothing is done 
to check or counteract it, the engineers believe that the 
rate of aridity in this region will gradually increase, until 
it becomes impossible for a man to raise enough food to 


sustain himself. 
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In such an event, migrations would occur from the af- 
flicted lands, comparable in magnitude to the greatest 
mass movements in history. Such a general exodus would 
have startling possibilities in the changes it would bring 
about in our national life. Perhaps more than half the 
railway mileage of the country would be left high and 
dry in an uninhabitable waste of land neither producing 
nor consuming anything, nor requiring local transporta- 
tion. Economically the railroads would be doomed. The 
rails would soon be mere streaks of rust through a howling 
desert, which would separate by some 1500 miles the two 
habitable coastal regions. 

People stampeding from lands which the desert was con- 
quering would have to be absorbed by the two coastal 
regions. This would produce over-crowding of the kind 
now existing in certain sections of the far East—cubby- 
hole homes, terraced hillside farms, dawn to dark struggles 
for bare existence such as the early pioneers knew. - 

The abandoned highway mileage alone would put an end 
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to the present habit of transcontinental tours; the get-to- 
gether spirit and the high percentage of inter-state codpera- 
tion which has been achieved, would, of necessity, become 
a matter of legend. Two long, narrow strips of land, hug- 
ging opposite shores, separated by hundreds of miles of 
desert with only the Ozark Oasis dotting its center, could 
hardly be depended upon to act as one unit. Sectionalism 
and war would certainly result. A political theorist can 
already visualize the Ozarks holding a plebiscite to de- 
termine the selection of their flag, their allegiance to one 
coast or the other—their preference for California oranges 


or Florida grapefruit. 
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In view of the fact that our government is turning 
every effort toward organizing public works which will 
increase present employment and insure future security, the 
proposal is now under consideration that men be employed 
to check up on the rate of aridity and devise ways and 
means, combined properly with reforestation and soil ero- 
sion prevention, to counteract it. 

Organizing such a bureau at this time would provide 
work for many technical and “white collar’ men, the 
group which has, perhaps, suffered the most from unem- 
ployment, and for which it is most difficult to find suitable 
jobs. The bureau would render a service not only to our 
country as it exists at present, but to many future genera- 
tions of Americans for whom it would guarantee our na- 
tional permanence. At the same time, the cost would not 
be prohibitive, and the Federal government could prob- 
ably assume it without further taxation. 

As to the matter of cost, it is pointed out that proceed- 
ing in a haphazard manner is always more costly than fol- 
lowing a properly planned schedule; and the cost of this 
one plan would result in saving the homes and livelihood 
of millions of people now residing in the Middle West, not 
to mention those who will come after them. 

Since the dawn of history it has been the custom for 
nations to spend stupendous sums of money to protect their 
territory from future hazards in the form of enemies. 
Huge armies and navies have been maintained at great cost 
to protect territories, worth less than our Middle West, 
from conquest. We spend immense sums for protection 
against future hazards in the form of disease, and to pro- 
tect our future citizens against illiteracy and paganism. 
We are insuring ourselves against possible other disasters, 


in our programs for old-age and unemployment insurance, - 


grasshopper and flood control, and the like; and none of 
these problems is more significant than the need of protect- 
ing our extensive food-producing acres from the inroads of 


aridity. 
ce) 


We can remain a great nation only so long as we can 
retain fertility in the soil that must support our national 
life. Mr. Hugh H. Bennett, Director of the recently 
organized Soil Erosion Service, believes that the process 
of land impoverishment is the “deadliest challenge to our 
national permanency”; and that it is a national problem 
that “outstrips any of the temporary economic worries 
about which we have heard so much recently.” 

This is a problem that requires all the more attention 
because it does not present a hideous and alarming face 
to the layman, such as the immediate havoc manifested by 
earthquake or flood. Aridity is insidious, like a cancer 
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growing and enlarging in 
the bosom of the earth. The 
farmer himself scarcely rec- 
ognizes the symptoms; the 
city man generally is un- 
aware. And so the moisture 
retreats from the ground 
and the rate of aridity ad- 
vances, until some day we 
may find that industry’s 
back yard, mainstay and 
support — our agricultural 
lands—are about as pro- 
ductive as the cinder hills 
in the coal-mining districts. 

Those who scoff at the possibility need only be reminded 
of the great tracts of desert which once were “lands of 
milk and honey.” The land once ruled by the lavish 
Queen of Sheba was so rich that it could send gifts of 
unrivaled magnificence to the already spoiled and pam- 
pered Solomon. Yet only a short time later, comparatively 
speaking, it was a gaping desert, of such forbidding pro- 
portions that in our day it is largely unexplored and un- 
known. This incredible fate befell Sheba’s storied land 
in only a century or so, a land almost identical in size to 
that portion of the United States bounded by the Rockies, 
Canada, the Alleghanies and the Gulf of Mexico: proving 
that preposterous changes can occur in countries apparently 
blessed with permanent natural prosperity. 
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Even the dreaded Gobi deserts, that fling their sands 
hundreds of miles to madden the cities during a wind 
storm, were once fertile, life-giving and tree-grown. In 
fact, many pages of history are filled with accounts of 
once populous regions transformed into desert, and distant 
thriving cities buried under wind-driven sand. Therefore, 
it is not too much strain upon the imagination to suggest 
that, unless early action is taken, the not too distant future 
may see our great Mississippi River flowing languidly 
through an arid land, even as the Nile, kept alive only by its 
mountain-sourced tributaries. The great tragedy of meta- 
morphosis from glowing wealth to sandy oblivion in 
Egypt and Arabia might be re-enacted on the stage of our 
own great Middle West. Engineers now petitioning the 
Federal government know this. 

Many are the indications of the increasing and cumu- 
lative aridity in the Middle West, very positive in character 
to those who can interpret them. Many millions of people, 
however, who would be directly and adversely affected by 
the loss of fertility in these regions, have been watching the 
drying-out of the soil over a long period of years, with no 
idea of its ultimate significance. The nation’s army for 
reforestation was the first admission that “something could 
be done about it,” that man, who had denuded the soil, 
could reclothe it. 

The terrible misfortune of recurrent droughts and other 
indications of increasing aridity, in the once tree-grown 
territories, are directly due to the picturesque log-rollings 
of earlier days, when the pioneer’s crowning accomplish- 
ment was the reclaiming of land from the forests. Thick 
forests of the finest hardwoods covered rolling hills and 
plains that now stretch bare to the horizon: hickory, ash, 
elm, oak, walnut and maple, worth a king’s ransom today! 
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These mighty monitors of the forest also guarded the soil 
which nourished them, acting as a screen against the thirsty 
rays of the sun; but to the frontiersman who was hewing 
his way to a home and a piece of land on which to farm, 
they were merely obstacles in his path. 

The lush undergrowth, and the inches-deep leaves of 
yesteryear, helped to preserve the moisture in the ground. 
Even during the dry, warm summer, the ground was al- 
ways wet. Indeed, it was often knee-deep in mud under the 
carpet of leaves. So lavish did Nature seem then, with her 
tears and moisture-guarding growths, that there was no 
thought of future droughts as the big log-rollings got un- 
der way. Who among the frontiersmen could picture that 
rich land, the planters’ dream, one day lying sunbaked and 
parched? So hickory and oak, ash and elm, fell before the 
axe, and were consumed in the flames of community “bon- 
fires’ —burning being the quickest way of getting rid of 
the logs. 

Log-rolling has sometimes been confused with the log- 
ging process in lumbering, where timber is slid into a 
stream and borne by the current into the lumber mill. 
The old Middle Western log-rollings differed from this 
in that no good use was ever made of the logs. The clear- 
ing was the thing: land for cultivation was the prize; 
the logs were of no value and everybody had more than he 
needed and to spare. 

The log-rolling was something of a social institution at 
that time, and was the occasion for merry assemblies, fes- 
tivities and gossip. Neighbors for miles around participated, 
men and women and children coming by horse and on 
foot. The men were armed with “hand spikes’”—sticks of 
strong, polished wood about six feet long and two and a 
half inches in diameter—and the women carried food and 
utensils. The champion “strong man” and “rassler,” the 
“rough and tumble” fighter, all came to the site where the 
great trees had been slaughtered, the limbs trimmed and 
piled and the huge trunks cut into suitable lengths for 
handling. 

Prodigious feats of strength were the order of the day 
and there was great rivalry in handling the heaviest logs. 
Usually two handspikes were laid on the ground at right 
angles to the log; the log was rolled into place centering 
upon them; and four men then picked it up and carried it 
to the main pile. After their labor, men found entertain- 
ment in fast and furious “rasslin’”’ matches, which all too 
frequently ended in a “rough and tumble” of no mean pro- 
portions. Many a tooth and an ear went into the log- 
rollings. And many tons of home made pork sausage, 
home-cured ham and all the “‘fixin’s.” 


Not only is it difficult to picture such festivities as these 
were, if you happen to have been born—oh, quite re- 
cently; it is also difficult to realize that this obsolete per- 
formance plays an important part in our modern drama, 
having a tremendous influence, in fact, on our possible fate 
of tomorrow. The meaning of the term “log-rolling” has 
changed with the years. It has acquired a present-day 
suggestive quality unrelated to its original meaning, and is 
still in the throes of linguistic evolution. It may attain 
yet another significance, one more sinister than its present 
political tinge, as future generations of Middle Westerners 
trace back to the old-fashioned log-rollings the beginning 
of what may become the Great American Desert. 

I witnessed the closing decade of these log-rollings, 
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amidst knee-deep mud, where there has been no mud now 
for a score of years. During the so-called “Gay Nine- 
ties,” I drank water from settlers’ wells only twelve to 
fourteen feet deep, where these wells are now many feet 
deeper or—dry. I participated in the laying of many miles 
of drain tile ditches. I learned to swim in streams which 
now are mere threads of moisture. And I find that a com- 
parison of conditions at that time with those existing in the 
same localities today is startling to anyone with half an 
eye, and some consideration for the welfare and future of 
this region. 
8 


Every day in the year, streams used to carry much larger 
volumes of water. Now for only a few hours after each 
rainstorm are they more than dribbles. Water runs off the 
fields exactly as it runs off a tin roof, and is carried away 
by the streams exactly as a rainspout carries it pouring 
from the roof. Contrast the running of water off a tin 
roof with the slow drainage of water through layers of 
sponge, and you have some idea of the comparison I wish 
to make between the moisture-retaining power of the land 
in the days before it was shorn of its forests, and the naked 
soil today, that lets rain leave almost as it comes. Nothing 
has taken the place of the flow-retarding forests. 

Forty years ago, the streams were bordered, usually 
along both banks, with wide swamps which were crowded 
with calamus, cat-tail, flag and other swamp plants; and 
which provided fine wild-duck shooting. As general drain- 
age was accomplished, the fields kept encroaching upon 
the swamps, until now the plow comes up almost to the 
water’s edge. 

If it is decided to inaugurate the study of Middle West- 
ern aridity, as proposed by some engineers, it would be 
timely in view of the programs of reforestation and soil 
erosion prevention now under way, as the work could be 
synchronized to save considerable expense and accomplish 
more far-reaching results. ‘The idea would be, in codp- 
erating with reforestation for instance, to locate reforesta- 
tion projects to serve the five-fold purpose of: (1) supply- 
ing timber; (2) preventing soil erosion; (3) taking out 
of farming service sub-marginal lands; (4) conserving soil 
moisture; and (5) inducing precipitation. To accomplish 
precipitation it is not necessarily the acreage of timber in- 
volved, but rather its scientific geographical distribution. 

The proposed study would definitely establish which dis- 
tricts, within what period of time, would require irriga- 
tion. In codperation with soil erosion prevention plans, 
dams could then be located in such a manner as to form 
storage basins, for storage of what would otherwise be run- 
off water, which could ultimately be used for irrigation of 
adjacent farm lands; thus serving the double purpose of 
storing irrigation water and preventing soil erosion ac- 
cording to the present day theory. 

The word “theory” is used advisedly, in this connection, 
as to many people the phrase “prevention of soil erosion” 
is misleading. The precious humus-bearing top-soil is 
valuable to the farmer only when it is distributed over the 
surface at every single square inch of his fields. This is his 
only means of producing a crop. When the rains wash 
and carry the topsoil down the corn or wheat rows into 
settling basins formed by dams across ravines and creeks, 
the field has definitely lost forever that particular top-soil. 
The water that carried it away does not reverse the process 
and carry it back whence it came. 
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Thus, the “prevention of soil erosion,” as now being prac- 
ticed, merely delays the formation of relatively small ra- 
vines and gulleys in tillable fields, and causes the precious 
top-soil to be deposited in piles behind dams built across 
rivers, creeks, ravines and gulleys, often many miles from 
the point of origin. It is estimated that something over 
three billion tons of this soil are washed off of our farms 
and pasture lands every year. It is still retained within 
our boundaries, under the Stars and Stripes, but not for 
the farmer whose field surrendered it, nor under conditions 
where any other farmer may use it. The movement is a 
step in the right direction, but far from a permanent and 
practical solution. 

The diminishing flow of the streams year by year, to- 
gether with a corresponding dropping of the water level 
in wells, is the clearest indication of the trend toward 
progressive aridity. Wells which yielded generous supplies 
of water only forty years ago, are now dry, or have been 
driven much deeper to reach water. To the layman, this 
slow, gradual process of lowering water levels may not be 
significant. It will be a long time before it will be seriously 
considered by those who are uninterested in planning for 
the future, who have no thought of responsibility for the 
happy planting grounds of their descendants. But to the 
thoughtful, it presents quite a different aspect. Even the 
most superficial analysis reveals the fact that this tendency 
is insidious; dangerous as a disease which develops slowly 
and often gets a death grip before the danger is realized, 
and after it is too late to apply a remedy successfully. The 
process is almost imperceptible, and even after the water 
level has already dropped several feet in a few years, yet 
the caution of the Middle Westerner has not been aroused, 
nor has his attention been called to the danger. 

The first impression of the lowering water level by so 
many feet, over a certain period of years (say about ten 
to twelve feet in about forty years), is that the rate of 
aridity is so slow it would take centuries to produce 
permanent drought. This sense of immediate safety, how- 
ever, may be a cloak of deception. The rate of aridity will 
probably accelerate and be cumulative in its action. If its 


progress continues unchecked, it might well reach the 
danger stage and cause real privation during the next fifty 
to seventy-five years. The range of capillary action is 
limited to only a few feet. Therefore, when the water 
storage characteristics of the soil have been eliminated by 
the drying out of the upper strata involved in this range, 
it then ceases to get the stored assistance from below and 
must depend entirely upon water supplied from above. 
With the present quick run-off of rain water, only the 
thinnest top layer of soil absorbs any moisture to speak of: 
and at best, only enough to sustain plant life for a very 
short time. 

It is inevitable that there will be increasingly longer in- 
tervals between rainfalls, which will speed up the rate of 
aridity. Thus, once the capillary range has been reached 
and passed, the end of crop production, without irrigation, 
is in sight. 

e 

This, however, it is believed, can be indefinitely post- 
poned or completely averted. Engineering science includes 
the means of fully and accurately ascertaining contributing 
reasons for, and probable causes of, such possible calamity ; 
and it is also capable of prescribing practical means to 
circumvent it. There is no doubt whatever that a com- 
petent board of study could, at this time, reduce the whole 
problem to figures and plans of such accuracy as to remove 
the question of aridity entirely from the field of theory 
or controversy. 

It is within our power now to devise and apply means 
to preserve forever limitless productivity in the pleasant 
lands that lie between the Alleghanies and the Rockies. 
We can take steps now which will assure our being for- 
ever a well-fed nation. And unless we do take some early 
action, we may be subscribing to the slow death of even 
the largest of our cities of the plains. People may read 
over their morning coffee in the “London Times” issue 
of July 31st, 2234, that Professor Whichanso, the flying 
archaeologist, in a flight across the Great American Desert, 
believes he has located the ruins of the lost cities of Chi- 
cago and St. Louis... . 
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Babbitt & Son Go Red 


What progress Communism? Consider- 

able, the writer reports, in the upper 

brackets of the white collar class, and in 

the schools of the nation. This article ex- 

amines the method by which the new 

recruits are made and poses a challenge 
to the conservative leaders. 


O N a stifling Saturday evening of the current sum- 
mer what are politely called the exigencies of 
journalism yanked me from beneath a beach club parasol 
and left me perspiring aboard a train bound for Manhat- 
tan. Beside me, to my surprise, I discovered a successful 
young corporation lawyer, wearing a hot blue wool suit and 
a maroon tie. I was surprised because only a few hours 
before I’d seen him, in white flannels and polo shirt, dis- 
porting himself on the club beach sands with his seven- 
year-old son and four-year-old daughter. 

“What brings you to town on a night like this?” I asked 
him. 

“The rally at the Garden,” he answered. 

The only rally at the Garden, I happened to know, was 
a mass meeting of Communists to protest Hitler murders. 
I could not imagine my handsome and scholarly acquaint- 
ance, who works for no such firm as Shyster, Flywheel, 
and Shyster, but gets his $10,000-to-$15,000 a year as a 
“coming-man”’ in a firm boasting some of the most sonorous 
and conservative names in America, deserting the cool sands 
and beautiful people of the beach for a gathering of sweaty, 
uproarious and tiresome Reds in the sun-baked confines of 
Madison Square Garden. So I asked him if I had heard 
him aright. 

“Oh, yes,” he answered. “You see I’m one of the vice- 
chairmen, and I’ve got to be there.” 

“Well, but, are you a Communist ?” 

“Yes,” the attorney answered lightly, “I’ve been both 
2 Republican and a Democrat and today I think the only 
thing you can decently be is a Communist.” 

The information was in- 
deed pretty shocking. Pro- 
fessionally nobody in the 
country is more devoted to 
preservation of the rights 
and properties of the privi- 
leged classes of capitalism 
than this young lawyer. 
His job is the conservation 
of the estates of deceased 
rugged individuals and the 
safeguarding of the old- 
fashioned rights of big cor- 
porations. Yet by political 
faith, in his private life, he 
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is a Communist and he makes personal sacrifices for that 
faith. In addition he risks losing his job and the pleasant 
fruits which twelve to fifteen years of hard legal labors 
have harvested for himself, his wife and his children. 

Are citizens of that type, with so much to lose, becoming 
active Communists? I decided to find out. I discovered 
that some of them are—although at this time the reasons 
for taking such a step, as advanced by them, are more 
important than their numbers. But, most important of all, 
[ discovered that a great many of their children, now in 
schools and colleges, are becoming active Communists 
because, with the corporation lawyer, they think “the only 
thing you can decently be is a Communist.” 

Now this is no A. Mitchell Palmer scare, nor 
Hamilton Fish story, nor piece of Red propaganda, since 
the writer is neither a Fish nor a Red. But it does propose 
to be a report on an existing condition today in the United 
States and an opinion on what to do about it. 


In recounting my discovery of good citizens and solid 
Americans turning Communist I do not propose to argue 
the cases of Corliss Lamont, son of suave Thomas W. 
Lamont, the distinguished front partner of J. P. Morgan 
& Co., or Alfred M. Bingham, son of rock-ribbed Republi- 
can Hiram Bingham, capitalist and former United States 
Senator from Connecticut. Recently young Bingham was 
sentenced to thirty days in jail and young Lamont was 
arrested at the same time because they joined Communists 
and strikers in militantly picketing a Jersey City furniture 
plant. So far as I know they are very good citizens who 
have turned radical for sincere, intelligent reasons. But 
if they are they will not be so acknowledged by the public 
because they are sons of “great men.” The unreasoning 
public prejudice against sons of rich or “great” men is so 
violent (It is much easier for a rich man to get into Heaven 
than it is for his son to get people to take him seriously!) 
that they are certain to be set down as crackpots or parlor 
pinks if they show radical tendencies. That is why I am 
not arguing the case of Bingham or Lamont, although 
everybody who knows the Lamonts knows Corliss always 
has been considered far brighter than his brother, Thomas 
W., Jr., who now is following in the footsteps of Thomas 
W., Sr., so dutifully. 

But I’d like to give you the case of Paul P. Crosbie, of 
Sunnyside Gardens, Queens, New York City (you'll find 
his name in the ’phone book), solid citizen, insurance broker, 
good husband, worthy father and patriot who has proved 
his love of this country. I’m sure you'll agree, when you 
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know Mr. Crosbie of Sun- 
nyside Gardens, that no- 
body can call him a crack- 
pot. He is a composite 
photograph of the best type 
of American citizen and his 
deeds have proved his de- 
votion to the very noblest 
principles of what Republi- 
cans and Democrats call 
Americanism in their 
Fourth of July speeches. 
Yet Mr. Crosbie, of Sun- 
nyside Gardens, recently 
became a red, red Com- 
munist, is crusading for the Communist party now and 
intends to fight it out on that front throughout his life- 
time, no matter what the cost. 

Crosbie was born a minister’s son in rural Wisconsin 
and he knew hard farm work in his youth. He worked 
his way through Lake Forest Academy, outside Chicago, 
and went on to Harvard, where Franklin Delano Roose- 
velt was a fellow student at the time. They studied under 
the best set of savants in Harvard’s illustrious history. 
After graduation from Harvard young Crosbie, a lover of 
the soil, tried dry farming for a few years in Western 
Kansas and fared no better or worse than most of the dry 
farmers in the Western Kansas of that day. He came to 
New York City flat broke in 1909, got a job in the insur- 
ance business and worked so hard that he became quite 
quickly a prosperous broker. 


Along came the World War. Crosbie believed his 
country menaced. At thirty-six, the father of five children, 
he enlisted in the Army. He was graduated a second lieu- 
tenant from the First Officers’ Training Camp at Fort 
Myer, Va., assigned to the 313th Field Artillery, and sent 
to the front. He won promotion to first lieutenant through 
gallantry in leading his men at San Mihiel and in the 
Meuse-Argonne, where he was under fire for fifty-four 
consecutive days. When the war was over he returned to 
insurance with redoubled vigor. 

Crosbie prospered moderately but substantially. He 
bought a nice house in country-like Sunnyside Gardens. 











He was known as an agreeable golfing companion, a better- _ 


than-average contract bridge player, and a sporting trout 
fisherman. He also was a leader in American Legion 
affairs, the Queens Parent-Teacher Association and the 
community social life. His insurance brokerage business at 
130 William Street was good and he was acquiring a 
fortune which would give him more time for trout fishing 


as he grew older. 
Ss 


Along about the time the matter of how this country 
was being governed began to be of economic importance to 
the people in it—in short, after the Wall Street crash— 
Crosbie, in common with a great many other business men, 
began to take an interest in politics. He saw abuses clearly 
and sought to correct them through working from within 
the dominant party. He was an able Democratic district 
captain in Queens for four years, trying to be very practical 
about correcting evils. At fifty-three, Crosbie appeared to 
be sailing the even course of his type of American. 
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You can imagine the surprise, then, of the many good 
friends and neighbors of Paul P. Crosbie, sound business 
man, fine citizen, when they picked up their newspapers a 
few weeks ago and discovered that he had been arrested 
for flourishing a Soviet banner in a Communists’ parade! 
Surely there was some mistake. But no, Crosbie blandly 
admitted he was Unit Organizer of the Communist party 
in Long Island City, Queens! 

What had happened to Crosbie? Let Crosbie tell it. 

“Nobody was more enthusiastic over the Roosevelt 
Administration than I,” he told me over the luncheon table. 
“T actually sat at the radio and thrilled from the top of 
my head to my toes over President Roosevelt’s inaugural 


address. 
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“But by September of 1933 I had become convinced that 
the Roosevelt NRA program was designed to strengthen 
the hold of financed capital at the expense of the great 
majority of the producers and consumers. I became con- 
vinced that the two existing parties are hopeless because 
both parties are organized to serve the capitalist class—the 
Democrats as much as the Republicans ever thought of 
being. 

“My mind, of course, had been closed to such words as 
Communism and Bolshevism. Like other Americans I 
looked upon Lenin and Stalin as the worst forms of dicta- 
ters. In looking about for some political faith my mind 
and conscience would permit me to accept I first examined 
the program of the Socialist Party. After careful study 
I came to the conclusion that it was hopelessly lacking in 
vitality. 

“My first contact came through looking into a New 
York Telephone Directory. I found the Communists had 
headquarters. I visited them. My inquiry about Com- 
munism from a young lady at the information desk seemed 
to arouse suspicion until I convinced her that I merely 
wished to study the principles of the program of the Com- 
munist party. She consented to recommend certain read- 
ing for me. A few days later I returned, this time with a 
request that I be introduced to some one who could answer 
certain questions that had developed out of my reading. 
The fact that I soon made application to join the Com- 
munist party is evidence that my questions were answered 


to my satisfaction.” 
) 


What were the reactions of Crosbie’s relatives, friends 
and neighbors when they discovered that he was a parading, 
banner-waving Red, getting himself arrested in Com- 
munist street demonstrations? 

Reactions exhibited a very sharp contrast. He showed 
me a letter from a brother, to whom he had been very 
close throughout life. The brother wrote seriously and 
compassionately, expressing the belief that worry over the 
financial situation had upset Crosbie’s mind. The brother 
earnestly urged that Crosbie go to the New York Medical 
Center at once and have his mind thoroughly examined. 
First Crosbie laughed, and then he felt very sorry for his 
brother. A contrasting letter came from one of the great- 
est of our American educators, a man whose name is known 
and spoken in universities around the world. The educator 
heartily congratulated Crosbie and said that, if such a thing 
were possible, his respect for him had been infinitely 
increased by the stand he had taken. 
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I suspected that his fel- 
low insurance men, with 
whom Crosbie does busi- 
ness daily from his down- 
town New York offices, 
might have been moved to 
condemn him. He told me 
this was not the case. Some 
of them came to him and 
expressed their admiration 
for his honest stand for the 
principles he had adopted. 
One, an_ extraordinarily 
successful insurance man, 
said: 

“You did the right thing—I wish I could see my way 
clear to do it. The change is sure to come.” 

And what about Communist Crosbie’s stand as regards 
his wife and five children? 

Well, when Patriot Crosbie, the father of five children 
who believed the German Empire menaced his country, 
enlisted in the World War he was convinced he was doing 
the right thing for his young and the young of the United 
States. As he saw it—and still sees it—he was at the time 
merely a medium for providing food and clothing for his 
children. He had adequate insurance when he enlisted, so 
they would have been provided with food and clothing up 
to maturity if he had been killed in action. He reasoned— 
and still reasons—that the human race would have been 
better off if people of his age, which was thirty-six at that 
time, were killed off and the young spared. As he sees it, 
there was no chance of a thirty-six-year-old insurance 
broker ever discovering a cure for cancer, say, but some 
eighteen-year-old who was killed, if he had survived, might 
possibly have made the discovery—or done something 
equally important for his fellow humans. 

Today, in joining the Communist movement, Comrade 
Crosbie reasons that he is taking the best step possible for 
his descendants. 

Comrade Crosbie’s view is that he, as father of five 
children, will have a great many descendants. As he sees 
it, if the present drift of all the money in the country into 
the hands of an ever decreasing minority continues, his 
descendants will become starving serfs eventually. Although 
Comrade Crosbie would like new leisure for trout fishing 
and bridge at this time of life, he feels it is his duty to 
“die in the harness” working for a change of the system 
that will assure his descendants a just share of the resources 
of the country in which they are to be born. 

& 


All of which brings us to the young of the country and 
the movement toward Communism going on among them 
today. There are comparatively few Crosbies, although he 
told me that he knows of a dozen or so conservative edu- 
cators, and a few business men, who are so disgusted with 
the programs of both major parties that they are seriously 
considering Communism, and probably will espouse that 
cause. Nevertheless, their numbers are negligible. But 
the numbers of young Communists being trained in public 
—and even private—schools in the United States ought to 
give our Democratic and Republican leaders alike more 
serious pause. 

Although no accurate statistics on the subject are avail- 
able, surveys and various reports indicate there are about 
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150,000 enthusiastic, thinking young Communists in the 
public schools and state universities of the United States 
today. Not nearly that many men are enrolled in the 
American Army. And the figure is a minimum—some 
estimates place the scholastic Communists at 250,000. 

The total is increasing. ‘The National Student League, 
twenty-seven chapters of which marched solidly in the last 
May Day parade in New York City, is responsible for new 
recruiting daily. 

Naturally Communists in the schools are most plentiful 
in New York City, where some place the total at 50,000 
or more. But the National Student League is just that— 
national—it has active branches, with school pupils as 
recruiting sergeants, in Chicago, Detroit, Cleveland, San 
Francisco, Los Angeles, New Orleans, Baltimore, Denver, 
Providence, Mobile, Birmingham, Kansas City, Boston, 
Little Rock, Atlanta, Des Moines, Minneapolis, St. Paul, 
and Duluth. Enrollments vary from five to 2,300 in a 
single city. 

The league, directed diligently by some of the coldest 
and keenest minds in the Communist party, is especially 
active among Negro students in the South, where it has 
been very successful ever since the Scottsboro case. Com- 
munist teachers, whom we'll examine in this article, see to 
it that the students are fed Red doctrines in vivid and 
flamboyant literature. 

I happened on pamphlets of the literature secretly sent 
by Communist teachers to members of the National Student 
League for distribution throughout the country. The 
pamphlets generally denounce the Boy Scouts and R. O. 
T. C. The chief preachment of them all is “struggle in 
cooperation with that class which has everything to gain 
by a new social order and nothing to lose, the working 


” 
class. 
g 


One pamphlet, secretly distributed around public schools 
in all the cities mentioned above, read: 

“Professional patriots, local, Federal, and State Gov- 
ernments are uniting to destroy the educational opportuni- 
ties of the masses. . . . Boards of Education have served 
their money masters well. . . . Workers’ children are 
forced to fight to go to school. . . . Bankers and business 
men control what shall be taught. . .. Teachers are 
forced to teach lies to the children. . . . Throughout the 
United States it is the policy of the white rulers to keep 
the Negro workers in ignorance. . .. Life is entirely 
different in the new schools of Soviet Russia. . . . Teach- 
ers have a real voice in educational legislation. . . .” 

Decidedly, radicalism has joined the three R’s. 

The Communist teachers are seeing that it gets due 
prominence among the three other R’s. Exactly how many 
teachers are workers in the Communist movement, or 
actually members of the hard-to-get-into Communist party, 
really a secret order, nobody knows. The party protects 
information about teachers because it wants them to keep 
their jobs—they are where they can do most good, the 
sachems of the Communist party believe. But, although 
many teachers keep their affiliations secret, a surprising 
number are willing to confess their Red faith publicly. 

A piece of legislation was introduced in the New York 
Legislature not long ago, the Ives Bill. Nobody paid much 
attention to it because it looked like one of those high- 
sounding bills that permit a legislator to plaster his 
obscure name on some innocent if useless piece of legisla- 
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tion and so get himself some publicity. The bill provided 
an oath of allegiance for teachers. In part, the oath read: 

“T solemnly swear (or affirm) that I will support the 
Constitution of the United States of America, the Consti- 
tution of the State of New York, and that I will faithfully 
perform all duties of my position, to which I am now 
assigned.” 

The entire oath sounded altogether innocuous. New 
York City was extremely surprised when 700 public school 
teachers rose in wrath and indignantly protested that they 
would not take any such oath! Many of them stoutly 
announced they were members of the American League 
Against War and Facism, an organization which includes 
such Red sachems as William Z. Foster and Robert Minor. 

The Communist teachers of New York, bolder than 
those in other cities because they stand solidly together, 
make their force felt in school politics, as well as in their 
classrooms. The two radical groups, the Rank and Filers 
and the Militant Progressives, have power in the Teachers’ 
Union of New York City. Professor John Dewey, of 
Columbia University, head of the union’s special grievance 
committee, summarized their attitude in one sentence: 

“The leaders of the minority groups conceive that the 
proper purpose of the union is to join the class war, in 
order to promote the cause of the workers against 
employers.” 


Wise city officials do not deny that Communism exists 
among the young in the schools of our country, or that it 
is championed by many teachers. But they are uncertain 
how to proceed. 

The proposition was put to Mayor Fiorello La Guardia, 
a wise Chief Executive as well as an honest and plain- 
spoken one. 

“What causes this Communistic sentiment?’ Mayor 
La Guardia was asked. 

“There is a great dissatisfaction among those fortunate 
enough to have received an education,” he replied. “The 
reason for this is the lack of any solution of our economic 
troubles, or any justification of the conditions which have 
resulted in the maladjustment of our surpluses and our 
wants. I agree that there is an extreme trend toward 
radicalism among the educated.” 

“What are you going to do about it?” 


“Nothing can be done about it,” responded Mayor La. 


Guardia, who is famous for wanting to do things, and then 
doing them. 

“Any action of mine would be of no avail,” he added. 
“My method of correction lies in the correction of the 
condition which creates this situation. I advocate the read- 
justment of economic conditions. I want to go to the root 
of the matter.” 
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Can anything be done about it? 

I think so. Even Comrade Crosbie admitted to me that 
although he has espoused Communism he believes there are 
honest and intelligent, if misguided, men in the Demo- 
cratic and Republican parties who are industriously trying 
to correct abuses by working from within. Not all persons 
prominent in politics strive simply to feather their own 
nests to the exclusion of all thought of the country’s wel- 
fare, even Crosbie is convinced. 

But are these honest men organizing teachers and stu- 
dents to enthusiastic support of programs that will work 
toward the “readjustment of economic conditions” and get 
“at the root of the matter,” as Mayor La Guardia put it? 

If they are, they certainly are keeping their efforts a 
secret. The intelligent student of today, who has high 
principles and is interested in the government of his 
country, takes a look at ways and means of doing his bit. 
He sees the major parties very busily working at the busi- 
ness of making fat livings out of government. His intel- 
ligence will not permit him to escape a conviction that 
scarcely anybody involved in government is sacrificing 
anything for the country, but everybody is seeking personal 
enrichment through service of the country. He either 
decides to get his, hops in and begins grabbing (thereby 
doing his part to alienate the next generation), or he turns 
in disgust from the two major parties and cocks his ear to 
hear new dogmas. Today he is being trained in the schools 
to accept such dogmas, even if radical. 

The Crosbies are not many. But the sons and daughters 
of Crosbies now in schools are legion. 


If our system of Democracy is to live it is up to those 
leaders in our two parties who are not simply professional 
politicians to convince the young in our schools and colleges 
that they are wanted and needed to correct abuses in the 
two parties. This can be done by demonstrating to them 
that there are self-sacrificiag men and women now actually 
working to get at “the root of the matter,” and by organ- 
izing them so that they can be told exactly what they are 
called upon to do. 

Youth at present is being left to draw its own con- 
clusions from a seat on the fence. The players inside the 
park ignore youth and, so far as youth can see, offer only 
an exhibition of how aggressive and expert they are in 
taking care of themselves. Outside the park accomplished 
Communist artists cordially invite youth to look at a 
picture of how beautiful a pageant the show might be. 

The Communist artists convinced Crosbie, a mature, 
balanced business man, to turn from the selfish players 
inside the park and devote his life to making the prophetic 
picture come true. They will easily convince youth in 
increasing numbers if the players continue to play for the 
benefit of themselves alone. 
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The New Deal's Personnel Problem 


A managed economy, completely con- 

trolled by centralized government, pres- 

ents an unsuspected problem in personnel. 

A serious crisis approaches in Washing- 

ton, the writer states, in the situation of 

finding the "right'’ Democrat for the 
right job. 


[: may seem paradoxical in a nation burdened with 
13,000,000 unemployed to say that the New Deal’s 
biggest problem of the hour is one of qualified personnel. 
Nevertheless, that is the fact. It has been a source of 
growing concern among those responsible for many phases 
of the Roosevelt program until now it threatens to throttle 
the effectiveness of the whole structure erected to carry 
out the notions of social justice which underlie the New 
Deal philosophy. 

There is no shortage of worthy party workers whose 
ardor outweighs their ability to fill governmental posts. 
They still line the outer offices of Senators and Congress- 
men from every state and district. They buzz about the 
capital with notes from their Democratic National Com- 
mitteemen. They are so willing and so numerous that 
they constitute a serious embarrassment to those who under- 
take the task of fulfilling the economic and social im- 
plications of the New Deal. 

If there is any plan to the New Deal at all (and at 
times the confusing advances and retreats make it appear 
to be without the barest thread of a plan), its foundation 
stone is governmental control of the nation’s social and 
economic structure. The National Industrial Recovery 
Act, the Agricultural Adjustment Act, the Securities Act 
of 1933, the Stock Market Regulations Act and most of 
the other basic legislation have headed the New Deal to- 
ward governmental control, regulation, or supervision in 
some form. Law has been piled upon law to build up this 
structure, and the 73rd Congress contributed its share to 
erecting the legal edifice. 

- But as Swift once said: 
“Laws are like cobwebs, 
which may catch small 
flies, but let wasps and 
hornets break through.” 
That has been the ex- 
perience of the Roosevelt 
Administration to date. 
The small flies have been 
swatted with sadistic ardor 
by those charged with ad- 
ministration of the new 
legislation, but the wasps 
and hornets have buzzed 
in and out with a good 
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deal of their old freedom. 

The whole problem has resolved itself into one of ad- 
ministration. But administration of laws which seek to 
mete out a measure of social justice to producers, financiers, 
consumers and laborers alike implies the employment of 
administrators with the attributes of a referee. Such 
referees need to be well trained, unpolitical and above all, 
honest. Where are they to be found? Would it be pos- 
sible to appoint them, if they could be found? 


President Roosevelt faced these same questions soon after 
his inauguration and sought to answer them. If he ever 
thought of turning to the United States Civil Service to 
obtain such impartial administrators, there is no record 
of it. In fact, the Civil Service as it is now constituted 
would have offered little aid in solving the problem. The 
Democratic politicians, whose emaciated followers had 
suffered the privations of twelve years of Republican rule, 
were ready to provide the answer; their mendicant clients 
were eager to fill any mould. Quite obviously, they had 
to be provided with jobs, but they were not the admin- 
istrators sought. Big business had been traditionally 
credited with the employment of the nation’s ablest talent, 
and now a corps of industrial satellites were indicating 
their readiness to serve with war-time fervor during the 
“emergency.” But one of the New Deal’s many promises 
to the electorate was to reform Big Business; some of its 
emissaries could be used, but a careful balance must be 
maintained to insure the appearance of impartiality nec- 
essary to public confidence. The champions of labor and 
the farmer and the less articulate exponents of the con- 
sumer’s interests were anxiously awaiting their opportu- 
nity to grasp the reins of power. While some of their 
number could be used to offset the industrialists chosen, 
too many would frighten private industry into a state of 
prostration. Mr. Roosevelt’s successful use of a small 
group of professorial advisors during the campaign sug- 
gested the universities and colleges as a likely source for 
the trained, untainted, impartial referees needed. It was 
frankly an experiment to call college professors and their 
intellectual proteges into the government service in large 
numbers, but “experiments” were the order of the day. 
The creature begotten from that noble experiment— 
christened the Brain Trust—is turning out to be the 
Frankenstein of the New Deal. As one of its most bril- 
liant members said during a conversation which the writer 
had with him recently: “It is time that the anti-trust laws 
be brought into play to dissolve the Brain Trust! The 
activities being ascribed to it threaten to destroy the ad~ 


NEW OUTLOOK 








ministrative nucleus necessary to make the New Deal 
legislation more than an unexecuted promise.” 

Much of the confusion along the Potomac can be traced 
to its epicenter: the personnel problem. ‘The jumbled 
record of NRA is an outstanding manifestation of a break- 
down in the selection of trained, impartial, unpolitical 
administrators. NRA has been staffed chiefly with men 
whose backgrounds were founded in the military or in- 
dustrial fields, or a combination of both. An attempt was 
made, at first, to assign the chief administrative officials 
to codes which did not concern the industries from which 
they had taken temporary leaves for the duration of the 
“emergency.” It was soon found that these officials lacked 
sufficient basic knowledge of the new industries to which 
they had been assigned to balance the formidable presen- 
tations made by the counsel for major industrials and for 
labor. Then reassignments were made so that the deputy 
administrators were put into fields in which they had prac- 
tical experience, but their most sincere attempts at fair 
administration fell short of winning the confidence of the 
conflicting interests that came before them. Pressure 
politics, of a brand not dissimilar from that which had 
placed politicians and their ilk into disrepute, soon ruled 
NRA. The stronger industrial groups overshadowed their 
weaker adversaries and eclipsed the exponents of labor 
and the impotent representatives of the consumer. 


Mr. Roosevelt not only relied upon his youthful Brain 
Trust to develop the plans for the New Deal in all prin- 
cipal agencies outside NRA, but he called upon these 
economic planners to administer the very acts which they 
had prepared for the approval of a docile and properly 
gonfused Congress. When it came to selecting personnel 
qualified to act in the capacity of referee so necessary to 
the administration of regulatory legislation, the Brain 
Trust professors soon tangled horns with Mr. Farley 
and his patronage lieutenants in a losing battle. Their 
fondest hopes for carrying out the President’s publicly 
announced policy of placing “brains above party politics” 
were soon thwarted by Mr. Farley’s iron-clad patronage 
rules. They soon learned, however, that Mr. Farley, and 
not the President, was to be the personnel policy dictator 
of the Administration, although they were confused with 
it all for a time. What is likely to prove quite as serious 
from the standpoint of carrying out the New Deal pro- 
gram: the professorial planners assigned to administrative 
posts have continued to busy themselves with further 
planning to the detriment of adequate administration of 
the plans already approved. There is little doubt that the 
Brain Trust’s place in the New Deal must soon undergo 
some major readjustments. 


This does not mean (as some quarters would like to 
have us believe) that the professors must go. The pro- 
fessors are going to stay, but their place in the New Deal 
is not going to be the omnipotent one generally credited 
to the Brain Trust and actually believed to be a fact by 
some of its own members. Those who are not able to 
adjust themselves to this more permanent order in Wash- 
ington will most certainly return to their classrooms. Some 
will find it convenient to take up their academic work 
again with the opening of the fall semester! 

The advent of the professors and their intellectual 
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proteges in the govern- 
ment (those holding pro- 
fessorial titles and their 
Ph.D. retinues now num- 
bering more than 750) has 
resulted in the discovery 
that there is no more uni- 
formity in the ability and 
temperament of such a 
group than might be ex- 
pected in a similar number 


Ui Sf 
of politicians. By pinning R, i, YY bod. 
Waive 


df 
"4, 


Mh 


the Brain Trust label on ie 4! 
all of them (or at least is hi} 
the title of Junior Brain 

Truster) the best are pulled down to the level of com- 
mon mediocrity. The Brain Trust began as a small group 
of personal advisers to the President, but now that nebu- 
lous body has been expanded in common Washington par- 
lance to include nearly everyone who has come into the 
Administration with a college degree. It has become a 
Frankenstein which provides a vast target at which jealous 
politicians may take pot shots without troubling to take 
aim. Unless the current notion of the Brain Trust is 
changed, a college degree may turn out to be the political 
death warrant of those sought for posts in the govern- 
mental service. There are many politicians who would 
welcome such an order of affairs, and some are losing no 
opportunities to heap ridicule on those who have the 
temerity to suggest that their training for governmental 
posts includes something other than faithfulness to the 
Democratic party. 

The lot of the intellectual in politics has never been a 
particularly happy one, and the current experiment was 
certain to have its complications. Most of the men taken 
from the universities and colleges to staff the New Deal 
were minor dignitaries on their home campii. Such men 
suffer severely from the low public esteem in which they 
are held during times of prosperity. The New Deal and 
its Brain Trust raised them to a level occupied ordinarily 
by men considered their superiors by the general public. 
It set free long oppressed egos and the most obscure lost 
no time in seizing the most gaudy places in the limelight. 
Their extravagant actions were a natural result. They 
sought to crack down on the Old Order with a sadistic 
ardor reminiscent of the New England witch-hunters in 
an earlier reform movement of our history. Such men are 
not the administrators needed to consider the interests of 
producer, financier, consumer and worker alike in acting 
as an impartial referee. It is this realization of the un- 
fitness of many of the professors for such administrative 
posts which is troubling those who would like to see the 
notions of government control as provided in the New 
Deal legislation given a fair test. 

The experience with the industrial satellites brought 
into the New Deal as emergency administrators has been 
little better, if it has not been worse. Curiously enough, 
many of the men who had enjoyed substantial reputations 
in the business and industrial world began to act like the 
much maligned politicians of an earlier day once they had 
reached the high places of power. The failure of the NRA 
to be anything more than a sham, long on ballyhoo and 
short on impartial administration, can be attributed to the 
men who staffed it in administrative capacities. From Gen- 
eral Johnson down, the NRA was largely staffed by men 
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from Big Business whose patriotic enthusiasm led them 
to accept posts offered them as a “public duty in the 
emergency.” As might have been expected, they acted as 
the representatives of Big Business and of the particular 
industries with which they had been previously connected. 
Their Big Business viewpoint had been too deeply in- 
grained to permit them to be the impartial referees which 
such administrative posts demanded if the interests of the 
consumers and workers were to be considered equally with 
those of industry. The Consumers’ Advisory Board, 
staffed with a full complement of well meaning but im- 
potent professors, was completely ignored by General 
Johnson and his retinue of industrialists. Labor, placated 
on a few occasions, succeeded in winning no major en- 
gagement against the industrial-minded administrators, 
although some of them probably felt that they were al- 
lowing labor a share larger than it deserved. It is not 
meant to imply that they were dishonest or negligent in 
their duties; their viewpoint made it impossible for them 
to weigh the interests of conflicting groups impartially. 


Perhaps it will be necessary to breed and train a whole 
new race of men to fill the places of the referee-admin- 
istrators needed, men who can place public interest above 
self-interest and men whose reform motives are not af- 
flicted by those subterranean demons of the Freudian 
menagerie. Secretary Wallace in one of his politico-re- 
ligious moods has suggested as much by saying: ‘‘When 
the 40,000 undisciplined slaves, known as the children of 
Israel, left Egypt it was possible for them to reach the 
Promised Land within a few months. But they were 
not fitted to go in and take possession, because the older 
generation thought of everything in terms of the flesh 
pots of Egypt. It was necessary for the younger genera- 
tion, hardened by travels in the wilderness, to come to 
maturity before the Promised Land could be possessed. 

. We have left the flesh pots of Egypt. We are on 
our way. The Promised Land is at hand, and the only 
question is whether the older generation is fitted to go in 
and take possession. The men who have proposed the New 
Deal, I fear, are in somewhat the same situation as those 
who led the children of Israel out of Egypt.” 

Although the New Deal technique has taught the elec- 
torate to wait patiently while experiment after experi- 
ment is tried with the hope that success may be achieved 
by the trial and error method, it is not likely that the op- 
ponents of the Roosevelt technique are going to sit by 
while a new race of men is bred and trained for the New 
Deal’s administrative posts. Something must be done soon! 

The success of the young men with legal training who 
have been brought into the New Deal, and particularly 
the small group of administrators whom Professor Felix 
Frankfurter of Harvard Law School has recommended, 
suggests a possible solution of the perplexing personnel 
problem. While some of their names are not as well 
known as the Brain Trust professors who specialize in 
economics and political science, they are gaining recog- 
nition for their quiet, efficient and good-humored admin- 
istrative work. They are inspiring confidence in the con- 
flicting groups whose cases are placed before them for 
impartial consideration. That is half the battle won in 
the administration of legislation requiring government cor 
trol or supervision. 

Contrary to popular belief in Washington, Professor 
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Frankfurter has recom- 
mended no more than fif- 
teen men who are in im- 
portant . administrative 
posts. These men have, in 
turn, selected many other 
young lawyers to act ias 
their assistants, varying 
from groups of perhaps a 
half dozen to as high as 
fifty to seventy men. The 
President obtained key ap- 
pointments for some of the 
original group without too 
much attention to their 
party credentials, and as a result they have been sniped 
at by jealous Democratic politicians who would have pre- 
ferred the appointment of their own constituents. Because 
James M. Landis, Thomas G. Corcoran and Benjamin 
V. Cohen have been more than administrators in that they 
wrote the Securities Act of 1933 and the Stock Market 
Regulation bills, the Frankfurter proteges have drawn 
some hostile fire in recent months. Congressman Fred A. 
Britten, with a truly Wirtian affliction for seeing things 
under the bed, arose in Congress to characterize the Little 
Red House in Georgetown where some of the Frank- 
furter satellites live as “the birthplace of legislation which 
has shocked two continents.” Aside from such partisan 
outbursts, the young men who have come into the New 
Deal with a background of legal training are, with few 
exceptions, building up enviable reputations for efficient, 
impartial administration. 




















Perhaps no one who has aided in the selection of per- 
sonnel to staff the New Deal has held the principles under- 
lying the British Civil Service system in higher regard 
than Professor Frankfurter. The success of his proteges 
is prompting a study of the British system as a model. 
Great Britain has a corps of 1,500 to 2,000 university- 
trained men and women, many of them honor graduates 
from Oxford and Cambridge, who run the British Gov- 
ernment as their life work. Selected by competitive ex- 
amination at about twenty years of age, they are appointed 
as public servants, impervious to politics and forbidden by 
law to participate therein. They staff the government up 
to, but not including, the rank of Minister. Their rate of 
pay is low, but they enjoy security through a pension 
system which provides for their wants after retirement at 
the age of 60 to 65 years. They are respected and held 
in high esteem by the people, who have implicit confidence 
in their ability and impartiality. Such confidence is abso- 
lutely necessary to the success of any plan for govern- 
ment control of the social and economic structure. The 
British Civil Service, like the United States Civil Service, 
also provides a small army of workers to fill such routine 
jobs as those of postmen, scrubwomen, customs inspectors, 
etc., but its most significant departure from our present 
system is its plan for staffing the top with men and women 
of scholarly training as well. Perhaps our only counter- 
part of this feature of the British plan is a small number 
of career diplomats who are selected and promoted on the 
merit system. 

Some consideration has been given to the notion of set- 
ting up a training center in Washington (either connected 
with one of the existing universities there or as a separate 
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entity) to which men and women with three or four years 
of college training might enter upon competitive exam- 
ination. The courses would point them for governmental 
posts through apprenticeships in the various government 
departments while continuing their education. Chester 
McCall, Assistant to Secretary of Commerce Roper, is 
formulating plans with the aid of a group of educators 
headed by Dean Walter James Shepard of Ohio State 
University to open a National Institution of Public Affairs 
in Washington next year. One hundred and fifty students 
from all sections of the country are to be selected on a 
plan similar to that used for Rhodes scholarships. The 
object of the institution is not purely to supply the govern- 
ment with qualified talent, but to train students for “po- 
litical leadership” in their home states and communities, 
after serving short terms as apprentices in the government 
departments. The American University in Washington is 
similarly experimenting with a seminar on governmental 
affairs this summer. Both institutions offer possibilties for 
expansion to meet the needs of a training center for future 
occupants of government administrative posts, but their 
success depends largely on the type of personnel selected 
to staff the faculties and the thoroughness of the training 
and selection of candidates. 
es) 


Assuming that likely candidates for administrative posts 
can be selected and trained through some such system, there 
remains a very honest doubt as to whether they could be 
appointed. Without an Act of Congress extending the 
Civil Service, it would certainly not be possible, unless 
all were Democrats. The present patronage policy dic- 
tated by Postmaster General Farley insists that each can- 
didate for an administrative post have the endorsement 
of the Senators from his home state, the Congressman in 
his district and the Democratic National Committeeman. 
All positions, outside a few protected by Civil Service and 
a small group of ranking officials appointed by the Presi- 
dent, have been filled with strict adherence to this rule. 

It is a rule to which some of the professors, ardent in 
their honest desire to staff the New Deal with qualified 
talent, had difficulties in acclimating themselves. They 
are all resigned to its iron-clad tenets now or, like Dr. 
Willard L. Thorp, who headed the Bureau of Foreign 
and Domestic Commerce for a time, they have passed out 
of the New Deal. Each department has a Farley lieuten- 
ant installed in a position where he can keep a watchful 
eye on all appointments and make certain that the party 
qualifications are fulfilled. H. Russell Amory, who 
proved to be Dr. Thorp’s nemesis, is Farley’s Man Fri- 
day in the Department of Commerce. Julien N. Friant 
holds a similar post in the Department of Agriculture, 
where some of the professorial heretics must be watched. 
Each department has its Amory or its Friant. When 
offending professors, uneducated in the ways of party 
politics, insist on the appointment of men who cannot suc- 
cessfully run the patronage gauntlet, they are occasionally 
called to the office of the Big Chief himself. The Post- 
master General cannot quite understand why it might be 
necessary to go outside the Democratic party for adequate 
talent. He expresses a deep interest in securing qualified 
men for administrative posts, but he sees a certain in- 
consistency in a well qualified man having voted the Re- 
publican ticket. The professors have been somewhat 
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fortunate in that some of the young men whom they want 
for their departments have shown little interest in vot- 
ing, so that it is sometimes possible for them to get on 
the Democratic bandwagon now and obtain the necessary 
credentials with vows of faithful allegiance hereafter. 
Unless they fail to take their new duties to the Demo- 
cratic party seriously, they hardly can be considered the 
well trained, unpolitical, impartial administrators which 
the British system demands, and the New Deal probably 
will need to become more than an unexecuted promise. 
The fact that appointees must show some allegiance to the 
Democratic party questions their impartiality from the 
moment of appointment. 
a 


There is a growing realization in Washington that 
most of the New Deal “emergency” legislation will be- 
come permanent, if there is any merit in the basic notion 
of government control or supervision at all. If and when 
the “emergency” passes, most of those from the colleges 
and from industry who rode into the New Deal on the 
crest of the wave of enthusiasm will return to their pre- 
vious pursuits either because they are more lucrative or 
the New Deal has failed to follow the path of their own 
pet theories in economics or government. Some have al- 
ready resigned; each month has shown an increasing num- 
ber of resignations. Many of them will not be missed, but 
most of their places must be filled by men with even better 
qualifications. Thus the personnel problem becomes more 
acute each month. 

The President could slash the Gordian knot. Many 
hope that he will do so by expanding our Civil Service 
along the lines of the British model. But most observers 
close to the Administration with whom the writer has 
talked feel that he will not do so because it would not be 
politically expedient. There is no doubt that Congress 
would send up a painful howl if such a proposal were 
made, and it is quite likely that such legislation would 
meet stiff resistance. The Postmaster General would be 
most certain to oppose such a move to cut into his power- 
ful patronage machine. 

» 

Raymond Moley, one of the professors who held a gaudy 
place in the limelight during the early days of the Brain 
Trust, has said that “many divisions of the government 
are limping badly because of inadequate personnel.” But 
Dr. Moley’s newly acquired appreciation of political ex- 
pédiency prompts him to add that efficient men should be 
discovered and appointments made along strict party lines. 
His plan for finding qualified administrators is refreshing- 
ly simple: “Every Congressman can help to find them, 
carrying into his own State or district, like Diogenes, in 
one hand a lantern to discover honesty and in the other a 
lantern to search out competence.” 

The New Deal’s personnel problem is obviously not 
so simple as that. It is a problem that has grown malignant 
partly because of the present patronage policy. The Post- 
master General’s devotion to that policy may render im- 
possible the extension of our Civil Service to obtain the 
well trained, unpolitical, impartial public servants needed 
to administer a program of government control such as 
is necessary to make the New Deal more than an un- 
executed promise. It may be Mr. Farley’s countenance 
which will turn up on the Joker in the New Deal. 
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Progress Underseas 


Did the World War destroy all faith in 
the submarine? In the popular mind, 
perhaps, yes; but with the naval tech- 
nicians it would appear otherwise. The 
submarine forges ahead, greatly im- 
proved, to hold a unique place in naval- 
building programs today. 


W HATEVER else he may have doubted when the 

World War ended, there was one thing about 
which the average American felt at least tolerably certain. 
It was that the submarine had met its masters on the sea. 
Depth bomb and convoy, it was asserted, had turned the 
tables on Germany’s underwater raiders. 

Such talk was to be expected, for it was war time, but 
with the coming of peace the Allies’ deep-seated respect 
for this formidable weapon was soon revealed. By the 
Versailles Treaty Germany was forbidden to keep her sub- 
marines, or to build more. But France, Italy, Great 
Britain, Japan and the United States did not stop building 
them. And now, sixteen years after the war, the former 
allies are busy laying down modern developments of 
John Holland’s submerging warships in ever greater and 
greater numbers. 

Japan, which with the United States and Great Britain 
was limited in submarine strength by the London Naval 
Treaty, has built right up to the prescribed figure while 
the American and British fleets are embarked on programs 
which will not leave them wanting in underwater strength. 
France and Italy, which place even greater emphasis on 
this weapon, have built submarines as they have pleased; 
the French, in the Surcouf, holding the record for the 
largest submarine ever built. 

It is for these reasons that we find in the world today 
nearly 500 submarines with many score more building or 
authorized. By way of contrast, in July, 1914, the month 
before she entered the war (although she built to a much 
greater extent later) Germany had only twenty-seven 
submarines with eighteen 
more under construction. 

The truth seems to be 
that the submarine has 
emerged from the improved 
construction race in a better 
position than ever. ‘Treaty 
limitations on the displace- 
ment of surface craft have 
tended to place emphasis on 
the development of lighter 
and stronger methods of 
construction. But until 
such limitations were in- 
vented, the necessity of 
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adding a few tons to the construction of a surface craft did 
not constitute a serious problem to her designers. A foot 
or two added on the water line, or an adjustment in the 
allowances made for guns, armor, or machinery, would take 
care of the matter. 

But submarine design is not so flexible. Everything is 
sacrificed here to safety, to cruising radius and to surface 
speed at the outset, and naval architects have been extremely 
handicapped. Meeting required safety factors in a small 
boat entailed sacrifices in surface speed and cruising radius. 
Long range and high surface speed could be obtained by 
building larger boats, but larger submarines, although as 
safe structurally, are tactically unsafe as they maneuver 
slowly when submerged, making both attack and escape 
more difficult and dangerous. 

Therefore the weight savings effected by new metals and 


by improved welding methods were welcomed with open. 


arms beneath the waves. ‘Through their use, criising 
ranges have been extended while at the same time the 
submarines have been made faster, smaller and stronger, 
the last of particular importance. Modern construction 
methods may have made today’s 10,000-ton cruiser the 
equal, say, of yesterday’s 12,500-ton ship, but a modern 
submarine of 1,100 tons is a 50 per cent better boat than 
her 1,600-ton predecessor. 

The modern submarine dates back to 1896, when John 
Holland, an Irish school teacher in New Jersey, began his 
experiments, although attempts had been made to solve the 
problem of underwater navigation many years earlier. 
Principles of the Holland type boat are embodied in all 
submarines today, although the single-hull Holland design 
has given way to the double-hulled construction designed 
by the inventor Simon Lake. In the Holland type boats 
the water which is taken aboard to permit the submarine 
to submerge was admitted to tanks within che hull, while 
in the Lake type the water is admitted to the space between 
the two hulls. The particular advantage in this is that 
the space inside the boats can then be given over to the 
fuel tanks. 

As the boats grew larger and the demands tor greater 
cruising radius became more imperative it was found neces- 
sary to use the Lake type exclusively and all new subma- 
rines today are of the double-hulled class, although they 
are harder to handle than the Holland type boats which 
also are more popular from the viewpoint of operating 
personnel, being comparatively roomy, easy to dive and 
handle under water, simple in construction and operation 
and easy to overhaul. 

Submarine construction lagged until the war period and 
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the boats grew very slowly 
in size. In 1914, the largest 
submarines were only about 
400 tons. The chief ex- 
planation of the delayed de- 
velopment was the slow 
progress of the diesel en- 
gine. Gasoline engines 
were tried, but they were 
not successful because of 
the fire hazard and because 
of the gas fumes which 
menaced personnel. 

The war, however, 
found the Allied navies 
masters of the surface of the sea and Germany turned to 
the underwater arm of her naval service. Under the 
pressure of the conflict the development of the diesel engine 
was begun in earnest, and from this time on submarine 
design progressed with terrifying rapidity. All told, 
Germany built some 300 submarines during the war, and at 
the close of the war period practically the entire output of 
the German yards was concentrated on undersea boats. 

There were all sorts and sizes of German submarines, 
some as large as 1,600 tons, depending upon the purpose 
for which they were built. Small 600-ton boats were con- 
structed for coast defense while the larger boats were 
designed as commerce raiders, or as in the case of the 
Deutschland, which came to the United States, as merchant 
vessels. 

Submarine men today are frank to admit the skill of 
the Germans in handling this new weapon, and while. the 
Allies, particularly the British, attempted to use them, they 
were not altogether successful. One of the stories told 
in this connection is that of the six British E boats which 
succeeded in getting inside the bight at Heligoland without 
being detected and there found the German high seas fleet 
at anchor. They fired all their torpedoes at the unsuspect- 
ing warships but they did not get a single hit. They had 
fired too close to the Germans and all the torpedoes ran 
under the ships. 

Perhaps the most outstanding feat of the British subma- 
rine service was in the Sea of Marmora where Lieutenant 
(now Admiral) Naismuth swam ashore from a British E 
boat and blew up the Berlin-to-Bagdad railway. This 
same officer during the same cruise sank several Turkish 
ships and got his submarine entangled in an anti-submarine 
net, but finally escaped. He received the Victoria Cross 
for his feat. Admiral Naismuth, incidentally, is the inven- 
tor of an inv: luable adjunct to modern submarines. It is 
the “Iswas,” a device which enables a submarine com- 
mander to determine the exact course of any vessel he 
may wish to attack. 

Although the Iswas, had they had it, would have boosted 
their average considerably, German submarines clicked 
with precision. Up to April, 1917, when the United 
States entered the war, nearly 7,000,000 tons of shipping 
had .been lost through submarine attack and the usual 
accidents to navigation, and the Germans were sinking 
shipping in the latter part of 1916 at the rate of 300,000 
to 400,000 tons a month. This figure was stepped up 
during the second quarter of 1917, when they sank over 
2,000,000 tons. 


Following the war, the size of submarines continued to 
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increase, although the Germans already had learned the 
handicaps imposed by the larger ships. Their submarine 
commanders had been returning with tales of the unwieldy 
nature of their big commands and had been requesting 
smaller vessels. Never-ending demands for increased 
cruising radius was the reason for the continued building 
of the larger types, and the British even experimented 
with fitting one of their large submarines with a 12-inch 
gun. The experiment was not successful and the project 
was abandoned. 
® 

The British post-war program ran to larger and larger 
boats, the X-1 with a 2,780-ton surface displacement and 
a displacement of 3,600 tons submerged being the largest. 
The United States also continued constructing larger sub- 
marines including the Bass, Bonita, Barracuda, Argonaut, 
Narwhal and Nautilus, the Argonaut, a special type sub- 
mersible mine-layer, being of 2,660 tons displacement on 
the surface and displacing 4,030 tons submerged. She has 
a large cruising radius both on the surface and when sub- 
merged, though a relatively slow surface speed. The 
French Surcouf, which topped them all, was completed in 
1929, having a surface speed of 18 knots and a surface 
displacement of 2,880 tons. Her submerged displacement 
is 4,300 tons. 

The large submarines have many excellent qualities, par- 
ticularly a tremendous cruising radius and the ability to 
stay on the surface and fight it out with a destroyer or 
small cruiser. But their turning circle is so large that 
when attacking a target which is zig-zagging rapidly they 
have difficulty in keeping their bearings on it. For some 
submarines this is not as difficult as it may seem, because 
the torpedo may now be made to curve in any desired direc- 
tion after it has left the submarine, and in addition the 
submarine in a fleet action does a great deal of damage if 
it is able to make the enemy ships turn out of line. Thus 
the large submarine is particularly fitted as an adjunct of 
the fleet while the small submarine is best adapted as a 


lone underwater fighter. 
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But despite these special advantages, the large submarine 
seems headed for extinction. The large turning circles, 
the limitation of total tonnage by the London Treaty and 
the improvements in engine design and metallurgy have 
caused all nations to revert to the smaller type. The 
British have returned to the 1,475-ton class and the French 
and Japanese also seem to have stabilized their construction 
in that neighborhood. America has followed, if not led, 
the new trend, coming down through the Dolphin and her 
sister-ships in the 1,560-ton class to the Cuttlefish and 
Cachelot and the newer boats, four of which are now build- 
ing in the neighborhood of 1,200 tons. The Cachelot and 
the Cuttlefish, incidentally, were originally designed as 
1,500-ton submarines, but their size was later reduced. 
They are, however, equipped with guns, indicating that 
the United States has not definitely abandoned the subma- 
rine as a commerce raiding weapon. 

Tremendous advances have been made in the new subma- 
rines. In the latest types the weight of the engines has been 
reduced to around 17.5 pounds per shaft horsepower as 
compared to 50 pounds per horsepower (a conservative 
figure) during the war. New construction methods have 
developed other weight savings in every part of the ship 
with the exception of the batteries, which always have rep- 
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resented a considerable portion of the weight of the vessel. 
Submarine batteries are very similar to the lead acid bat- 
teries seen in all motor cars but are very much larger. A 
single submarine will have from 120 to 240 of these cells, 
each cell higher than a man and weighing nearly a ton 
and a half. No means has been developed for saving in 
either the weight or the cost of these batteries, which rep- 
resent an expenditure of about $100,000 and have a life 
of about eight years. 

America’s newest submarines (more than thirty-six have 
been authorized by the Vinson bill) will be distinguished 
troiuz all previous submarines by the fact that for the first 
time the diesel-electric drive will be incorporated in an 
underwater boat. The drive will be similar to that 
employed in the new high-speed trains, the compact diesel 
engines turning over electric dynamos which furnish power 
to turn the electric motors connected directly with the 
propeller shafts. This drive will increase the horsepower 
of the new submarines to around 5,000 in contrast to the 
3,000 horsepower of the older and larger boats. 

e@ 


In two other respects the latest type submarine repre- 
sents a tremendous improvement over the war-time model. 
Most important of these is diving ability. Whereas the 
war-time submarine could not operate safely below 200 feet 
beneath the surface, the latest type can dive to twice that 
depth. This is a valuable asset for it doubles the number 
of depth charges a surface vessel must drop in order to 
destroy an underwater raider. 

The depth charge is the deadliest weapon against the 
submarine and one bursting immediately alongside any 
underwater boat will spell destruction for that particular 
raider. A depth charge exploding 100 feet away will do 
some damage, but will not be fatal, while beyond 100 
feet little if any damage is done. Thus the problem of 
the surface craft is to get over the submarine and drop its 
charges. But since the submarine now dives twice as deep, 
even if the surface vessel were to know exactly where the 
submarine was, it would have to drop twice as many 
charges to sink a modern submarine as it did to sink a 
war model. But so far the surface ship still suffers the 
additional handicap of not knowing under what particular 
wave the submarine is speeding, an important consideration 
since depth charges are relatively bulky and expensive and 
reserve supplies may be thousands of miles away. 

The second outstanding advance in submarine warfare 
is the improvement made in torpedoes. During the war 
the torpedo was relatively slow, traveling at a speed of 
about thirty knots. An alert ship’s crew could spy out 
the tell-tale wake created by the escape of the compressed 
air which drives the torpedo, and by quick action on the 
helm could steer out of the torpedo’s course. But dodging 
the latest torpedoes will not be so easy, for the newest types 
have speeds of over fifty-five knots, or more than sixty- 
three miles an hour. Any action following the discovery 
of the wake of such a torpedo headed in one’s general direc- 
tion will be somewhat akin to a motorist’s turning the 
corner after he has passed it. 

Despite the advances in submarine construction, the 
tactics of attack have not changed. Relying on its high 
surface speed and low visibility, the submarine cruises or 
lies waiting in the steamship lanes until an unsuspecting 
victim comes over the horizon, first announced by its smoke. 
Because it lies so low in the water, the submarine can see 
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the approaching surface ship long before the lookouts on 
the surface ship could possibly see it, and if the approaching 
vessel is following a course which will not take it too far 
away from the submarine, the latter puts on speed, and 
still on the surface, moves over closer to the apparent 
course of its prey. If a ship is too far abeam when sighted, 
the submarine, aware of the necessity of conserving its 
energy, will pass it by, the submarine commander, as a 
general rule, limiting himself to attacks on vessels which 
are approaching him at an angle of not over 30 degrees. 

After his quick surface run to intercept the approaching 
vessel, the submarine commander sinks under the water, 
the largest submarine requiring only a minute to submerge, 
and begins to stalk his prey, using the periscope to watch 
the oncoming ship, tracking her to determine her course 
and speed and getting as close in as possible. Naturally, 
the periscope is used sparingly, since the tell-tale “feather” 
it cuts as it slices through the water may betray the subma- 
rine’s approach to the enemy. 

As a ship which sees a periscope before the torpedo is 
fired has a good chance of escape, the critical time for both 
the attacked and the attacker is during the interval of 
approach from a range of roughly 4,000 yards to the firing 
range of 1,000 yards. This period averages about seven 
to ten minutes, depending upon the speeds of the respective 
vessels, the angle of the submarine’s approach and the 
accuracy with which the submarine commander made his 
original observations. 

Beginning at about 4,000 yards, the submarine com- 
mander starts to run up his periscope for brief observation 
periods, usually of about 30 seconds, the periscope seldom 
showing more than a foot above the surface. Then four 
or five successive observations probably will be taken at 
one-minute intervals, the length of time the periscope is 
protruded being cut down to ten or twelve seconds. As 
the submarine closes in to about 2,000 yards only a few 
inches of periscope will be exposed at more frequent 
intervals but for only five to ten seconds. Finally, at a 
range of about 1,000 yards, the firing exposure is made, 
probably for about twenty-five seconds, in order to assure 


a well-aimed torpedo. 
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As the submarine commander develops greater skill he 
is able to make less and less use of the periscope in launch- 
ing his torpedoes, four of which might not sink a battleship 
although they would certainly put it in drydock for six 
months. 

Various schemes have been employed by surface ships 
to make the task of the submarine more difficult, but all 
have not been as successful as their originators intended. 
One defense, easily recalled, was camouflaging, and millions 
of gallons of expensive paints were spread on merchant and 
fighting vessels during the war. But it was not effective. 
Some idea of camouflaging’s real value may be deduced 
from a statement issued January 12, 1918, by the British 
Admiralty to the effect that “the theory of rendering ships 
invisible at sea by painting them various colors is no longer 
tenable,” and that “the numerous schemes tried by the 
Admiralty under actual conditions at sea have been 
invariably disappointing.” 

It is now generally understood that a dress of vari- 
colored paint which makes a ship more difficult to see under 
certain light conditions may render the ship more easy to 
see under others, experience seeming to indicate that the 
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familiar navy gray is about 
the most effective for con- 
cealment at all times. 

Another defense against 
submarines was zigzagging. 
Constant changes of course 
hindered the submarine 
commander in judging an 
approaching vessel’s course. 
Even were he able to 
judge the course correctly, 
there was no assurance that 
it would be maintained. 
However, submarine of- 
ficers soon learned to an- 
ticipate the next change in course and they were further 
aided in the development of the curving torpedo. In the 
early days of the war, the submarine had to be aimed at a 
spot ahead of the surface ship, as a hunter fires ahead of a 
duck, but this became no longer necessary with the develop- 
ment of torpedoes which could be set to curve as constant 
changes in the course of the submarine to counter the zig- 
zagging were thereby eliminated. 

Once its torpedoes are fired, the submarine attempts to 
escape. This may be done by submerging to the greatest 
possible depth and stopping all motors so that motor noises 
cannot be heard and betray its position, or by attempting 
to dodge close to the surface. Once his torpedoes have 
been sent on their way, the submarine commander has no 
desire to hang around to see what happens. His only job 
is to get away as fast as possible. 

Much was made of the airplane as an anti-submarine 
weapon during the war, but its value in this respect still 
is not definitely known. There is said to be no question 
that an airplane which is directly over a submarine sub- 
merged not more than 300 feet in the water can see the 
outlines of the undersea boat. But from an angle, or in 
deeper water, the submarine is invisible from the air. Even 
if it is able to see the submarine there is little that the air- 
plane can do except report its presence to surface ships, par- 
ticularly destroyers, for the odds are long against a few 
chance depth charges finding their mark, and the scouting 
airplane has not yet been built which could carry enough of 
the heavy bombs to make the submarine’s destruction sure. 





The chief enemy of the underwater boat would seem to 
be in the field of highly developed listening devices, par- 
ticularly those of the supersonic class. Sound waves of 
the frequencies which are audible to the human ear have 
certain directional characteristics, but waves of higher fre- 
quencies above the range of human ears not only have great 
range under water but can be trained like the beams of a 
searchlight. These high frequency impulses can be sent 
out from a surface ship in any direction. If they encounter 
any object they bounce back and are picked up by a receiver 
aboard the transmitting ship immediately betraying the 
position of the submarine or other object which caused 
them to rebound. 

But the very sensitivity of these devices now mitigates 
against them, since, because of their accuracy, they must 
be pointed directly at the submarine in order to detect it. 
Hence the depths must be combed constantly, a needle-in- 
the-haystack process, and even a glancing contact between 
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the underwater object and the sound wave will not pro- 
duce results since the wave will bounce off at the angle 
with which it hit and will not be returned to the listening 
receiver. Nor can the waves be sent out in all directions 
at once to determine first whether there is any underwater 
intruder in the neighborhood, leaving the task of obtaining 
his direction until later. For when the sending band is 
widened the waves interfere with each other and all sorts 
of freak results are obtained. The submarine also may 
send out a jumble of such waves, jamming the wave band 
as a radio station can jam the air by broadcasting radio 
waves on every band at once. 

But even if supersonic devices reach a high degree of 
perfection, they must always remain the two-edged weapons 
which they really are, for the submarine by employing 
them will never have to come close to the surface. Thus 
equipped, an underwater raider will be able to track the 
surface ship without ever showing herself and so carry on 
an attack unseen. With the equipment in use already it is 
possible for a submarine to make a submerged attack 
entirely by sound and get hits with torpedoes without once 
showing its periscope. 


American submarines, so small that they had to be 
towed across the Atlantic for service, had many unusual 
experiences during the war. Perhaps the most hair-raising 
of them was that of the L-4 which in May, 1918, came 
near being lost with all hands, and incidentally set a record 
for deep-sea diving at that time. 

The L-4 had been cruising at very slow speed at a depth 
of twenty-five feet when water creeping into the boat 
through the sea valves made it desirable to lessen the 
weight of the vessel by pumping out a small adjusting tank 
with a capacity of only 1,000 pounds of sea water, which 
was located in the center of the ship for this purpose. 

Nearby was the “auxiliary” variable tank with a capaci- 
ty of eighteen tons of water. When Lieutenant Hulings, 
then on watch, gave the order “Blow the adjusting tank!” 
the man on the air manifold, who was not overly experi- 
enced, mistook the command for “Open the auxiliary 
tank,” and he proceeded to do just that. 

Lieutenant Hulings meanwhile had turned his attention 
momentarily to the motors which he ordered stopped in 
order to effect a change in speed, and before the mistake 
regarding the previous order could be discovered the sub 
had dropped 294 feet to the bottom, ninety-four feet below 
the depth she was designed to withstand. 

According to an account of the incident in the “United 
States Naval Institute Proceedings,” the chart showed that 
there was a depth of water in the vicinity of 300 feet and 
a bottom of soft mud. 

The submarine was down too far to attempt blowing 
the water out of the ballast tanks by air as the added 
pressure would undoubtedly have carried away the already 
strained hull, so the motors were first started ahead at a very 
slow speed in an attempt to plane the boat up, but without 
results. A faster speed was tried and still the boat stuck. 

Next the ballast pumps, which had been designed for 
300-foot depths, were tried and the high-pressure ballast 
pump was placed on the forward ballast tank. But the 
pump would not take suction as the circuit breakers tripped 
at the set amperage. The amperage setting on the breakers 
was doubled but still they refused to hold. They were 
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then set for the maximum under any conditions and for a 
few moments the pumps functioned—and then the breakers 
tripped again. While the pressure had been reduced from 
127 pounds, the sea pressure at that depth, to 90 pounds, 
the pumping was discontinued because the motor was 
extremely hot and besides the pump and the flanges on the 
pump-discharge-overboard-valve were leaking badly. 
Then the main motors were backed, but still without 
success. Next, the adjusting tank, which had been designed 
to withstand great pressure, was filled with water three 
times from the auxiliary tank and blown empty, but by this 
method the tank had to be vented of the compressed air 
after each blowing before it could be filled with water again 
and a pressure was built up inside the submarine so great 
that the needle of the pressure barometer in the submarine 
was bent up against the top of the instrument. In an effort 
to reduce the air pressure in the submarine, the air com- 
pressors were started up, but the seawater admitted to cool 
them burst the cooling shell and this had to be abandoned. 
Meanwhile the stern tube glands on the propeller shaft 
were leaking badly and water began to fill the bilges in 
the engine and motor room, rapidly mounting to the main 
motors. Different valves in the engine room also began 
to leak and soon little trickles of water appeared about 
the compartment. The situation was becoming desperate. 
In a final effort to escape from the mud, the command- 
ing officer ordered every man not on necessary diving sta- 
tions as far aft as possible to lighten the bow while pressure 
was again put on the forward ballast tank until the safety 
valve on the air line blew. The valve was then reset at 


15 pounds above the sea pressure, or 140 pounds, away 
above its designed rating. The main motors were then 
sent ahead at two-thirds speed while the chief electrician 
coolly held the circuit breakers closed with his hand despite 
the fact that his arm would be burned in doing so. 

The bow rose to a 3-degree angle, then to 6 degrees, 
then suddenly broke loose, the L-4 heading for the surface 
at a 50-degree angle. A moment later she was “topside” 
after having been stuck to the bottom for one hour and 
ten minutes. 

@ 

As the weapon of the weaker power, the future of the 
submarine is still open to speculation, but there are many 
who believe that in the next war it will be used by all 
nations exactly as it was used by the Germans in the last. 
The ruse of carrying neutral ‘‘passengers” on every mer- 


chant ship transporting valuable war supplies served the 


purpose of arousing public sentiment in the United States 
during the last war, but many doubt that such a ruse will 
work again. And Americans who must travel in troubled 
waters no longer have excuse to sail under foreign flags 
since our own merchant marine came into existence. 

The submarine, indeed, is too efficient a weapon for 
economic warfare ever to be discarded. Even treaties can 
have little effect on its use in war, for the modern under- 
sea boat can be turned out with great speed, six months 
being the period required for building where haste is neces- 
sary. With its new staying power and its new fast thun- 
derbolts, the underwater boat apparently is prepared for 
a more important role than ever in future wars to end war. 
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The Murder of King Cotton 


"Hot" cotton, handled by bootleggers, 

loss of foreign markets for American cot- 

ton, and unemployment for millions of 

southern workers are some of the con- 

sequences of the New Deal for cotton as 

seen by Representative McGugin, of 
Kansas. 


HE first farm crop to yield completely to New 

Deal regimentation is cotton. The growers of that 
great staple have ceased to be free agents who can do as 
they please on their own broad acres and have placed 
themselves completely in the hands of the bureaucrats 
of Washington. 

The Bankhead cotton limitation bill has passed the 
Congress, has been signed by the President and has become 
a law. Its purpose is to hold cotton production down to 
ten million bales a year where it has been running around 
thirteen or fourteen, sometimes eighteen, million bales. 
The theory was that this limitation of production would 
raise the price to the farmer, and price raising, without 
reasonable regard for other considerations equally as vital, 
has been a blind fetish of the present Administration ever 
since it came into office. The position of the advocates of 
the measure has been like that of the motorist who thinks 
only of speed and ignores the hairpin curve on the brink 
of the cliff ahead. 

This bit of legislation is so true an example of action 
based on erroneous and disproved theoretical conceptions 
that it deserves analysis, not for itself alone, and not 
because it threatens the life of one of our most important 
industries, but as an example of the quite mad drift of 
these dangerous times. 

It is interesting to take the back track a little on this bit 
of New Deal legislation. It is fathered, as everybody 
knows, by the Bankhead brothers, from Alabama, one of 
whom is a Senator, the other a Representative. It made 
its first bow to Congress but a few days after the senior 
Bankhead arrived in Wash- 
ington as a member of the 
Senate in 1931. He very 
promptly introduced his 
cotton limitation bill. It 
was received tolerantly as 
a vagary of a new member 
but got no consideration 
whatever. Why? Because 
it was so obviously uncon- 
stitutional, in its >roposal 
to interfere with the indi- 
vidual’s right to produce as 
he chose, as to be foolish. 


But this spring, reappear- 
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By Harold McGugin 


ing with the surge of the tide for regimentation, backed 
by the Brain Trust and a personal letter to the House 
Committee on Agriculture from the President, asking its 
passage, it forthwith became a law. Its apparent sole 
purpose is to limit cotton production to ten million bales, 
allocating permissible production on that basis to states, 
counties and individuals in proportion to past yields. Each 
farmer is to be told just how many bales he may grow 
and whoever produces cotton above his allotment must pay 
haif the sales price into the Treasury. The Southern 
gentlemen who fathered this bill were thinking only of 
this limitation, but the new Americans in Washington who 
sneer at the time-honored theory of the individual’s respon- 
sibility for taking care of himself saw it as a long stride 
toward that Federal control of all activity which they 


were seeking. 
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The original intention was that this law should have the 
effect of prohibiting production above ten million bales and 
that this artificially created scarcity would cause the price 
to go to fifteen cents a pound. From the President’s stand- 
point it was another candle lighted at the shrine of high 
prices. He could extend the prohibition for a second year, 
if he chose to do so. Administration influence might make 
cotton regimentation permanent, if it chose, at the end 
of that period. So was the first great crop brought under 
definite Federal control. It might be the first in a series 
of such actions. Many feared that in the minds of those 
who controlled policies for the Administration the establish- 
ment of the precedent of Federal domination over one great 
crop was an accomplishment to which more thought was 
given than to the welfare of a specific farm group. The 
law was so weakened before final passage, in fact, that it 
lost much of its actual strength though it retained its 
force as a precedent. 

It was originally intended that its tax on over-produced 
cotton of one half the market value should be paid at the 
time of ginning. This was amended to make it payable 
when sold. Thus a farmer could raise cotton above his 
allowable quota, pay the gin charges out of the returns 
from his seed and store his excess in the bale against the 
time when the law expired, or was repealed. This weak- 
ness, allowing cotton in storage to accumulate and thus 
affect the market, will tend to prevent the law from serving 
its primary purpose of raising prices. Like so many of the 
other theoretical interferences with industry which the 
Administration has fathered it fails to function as planned. 

But grant that the result turns out to accomplish its 
intended purpose, is a success from the standpoint of its 
supporters, does cut production to ten million bales and 
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does raise the price to fifteen cents; what other results, that 
seem not to have been contemplated, become apparent? 
A primary effect that already has appeared has been that 
an announced intention to cut down production in the 
United States has led to heavy planting elsewhere. In 
1933, when the United States started plowing cotton 
under, the word went abroad and foreign production 
increased 2,000,000 bales. The Department of Agricul- 
ture reports that foreign planting for the current year, 
under the influence of our crop curtailment, has increased 
from 40,500,000 acres to 44,500,000 acres. The point is 
that reduced production in the United States does not 
reduce world production but results merely in the transfer 
of that production from our cotton farms to those of 
Brazil, Egypt, India, or Russia. They get the cotton money 
which we lose. They develop an industry, get an improved 
foothold in a market, which heretofore we have dominated. 


This is a fact so amply demonstrated in the past that it 
is hard to understand how Administration theorists could 
have missed it. No longer ago than the season of 1929-30, 
when the Farm Board first came into operation, it bought 
cotton until it had established a fictitious American price. 
The world, including the United States, for five years 
previous to that time (using round numbers), had been 
consuming an average of 15,000,000 bales of American 
cotton and 10,000,000 bales of foreign-grown cotton. The 
United States had been producing 60 per cent of the 
world’s cotton and the rest of them 40 per cent. No sooner 
was the American price raised than our contribution to 
world consumption ran down from 15,000,000 bales to 
13,000,000 bales. The foreign share in world production 
jumped from 40 per cent to 47% per cent. During the 
second year of Farm Board buying, America’s share fell 
to 11,115,000 bales, while foreign production rose to 
11,216,000 bales. For the first time in its history America 
produced less than half of the world’s cotton. 

@ 


It became obvious that if artificially high prices were 
maintained here production abroad soon would be developed 
that would take care of all the consumption outside the 
United States and only the local market, consuming 
about 6,000,000 bales a year, would remain. There would 
be over-production in the United States, measured by this 
local market, and cheap cotton. The trend in this direction 
was so strong that the Farm Board had to abandon its 
program and cotton prices fell to a low level. This did 
not prove an unmixed misfortune, however, for America 
once more sold abundantly abroad and regained much of 
her foreign market. Incidentally the government was left 
with millions of bales of cotton on its hands for much of 
which it had paid 16 cents a pound. Recent codperative 
programs with cotton growers have included assignment to 
them of portions of this cotton at six cents, which repre- 
sents a loss that would not seem good business from the 
standpoint of the taxpayer. Much of this four-year-old 
cotton, however, is still being carried by the government. 

In principle this venture was an exact parallel to what 
we are doing now and presents an exact picture of what 
is bound to happen. Recent industrial history has other 
examples of similar attempts to control prices of important 
crops by action on the part of single nations without world 
codperation, and all have been fiascos. Most notable of 


© 32 


these have been Brazil’s 
actions with relation to 
coffee and Britain’s in the 
case of rubber. 

Right here enters another 
consideration, the resent- 
ment that is aroused abroad 
at our infliction of artificial- 
ly high prices on all the 
world in an attempt to 
grab an unnatural and 
selfish profit for ourselves. 
It is not difficult for the 
American mind to go back 
ten years to a time when 
the British had forced rubber prices up on a similar theory. 
Every time we bought an automobile tire, paying twice the 
normal price for it, we denounced the British. Resentment 
against them on this score still rankles within us. In 
exactly the same way forcing cotton to unnatural levels 
will arouse antagonisms around the world that will long 
be detrimental to American trade. 

The present program so obviously flies in the face of the 
demonstrated fallacy of such undertakings that it is hard 
to understand the logic back of it. It seems inevitable that 
the conclusion should be reached that this step upon which 
depends the well-being of one of the greatest of our funda- 
mental industries and millions of people whose welfare 
rests upon it was taken without adequate consideration of 
inevitable results. The plan was based on theoretical, half- 








baked considerations and carried out, like many other. 


present day ventures, in a spirit that can be described as 
nothing less than reckless. 

Furthermore, it was executed in behalf of a section of 
the country and an industry that was already, as compared 
with other sections and industries, in excellent condition. 
Cotton was already selling at twelve cents a pound with a 
good crop running through the gins, which spells prosperity 
to the South. The depreciation of the dollar, actual in the 
foreign market while hardly apparent at home, had lavished 
its benefits on cotton, and hence on the South, to a greater 
extent than anywhere else. ‘The distribution of Federal 
largess to the South, in the form of bonuses and loans to 
farmers and cash to CWA workers, had introduced much 
ready money. 

The chief cotton producing countries of the world, out- 
side of the United States, are India, Egypt, Russia, Brazil 
and China. An indication of their position in the face of 
the present American situation may be obtained from 
reports from cotton gin manufacturers who state that 
while sales are poor in the United States demands for 
cotton processing machinery from those countries are very 
heavy. Another interesting sidelight is thrown by an 
admonition issued by the Argentine government to farmers 
of the Chaco, spotlighted by the past two years of war, a 
share of which constitutes its cotton-growing area. 

“Chaco growers,” it says, “increase your crops this year, 
duplicating them if possible, inasmuch as the conditions 
for the world market for cotton prices indicate a favorable 
outlook. Bear in mind that in the United States the 
average yield per acre is very poor, when compared with 
our Chaco fields, and has to be fertilized. The United 
States, to improve present prices, is reducing its planted 


acreage. Get busy!” 
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Should the United States persist in its efforts to maintain 
an artificial price of fifteen cents a pound for cotton, in 
the face of the fact that other countries can produce it for 
ten cents a pound or less, the ultimate results become quite 
obvious. American sales abroad would not disappear 
immediately but would decline gradually as foreign coun- 
tries could not immediately get into large scale production. 
American cotton would figure to be displaced at the rate 
of some 2,000,000 bales a year. In four years we figure to 
lose 8,000,000 bales and reduce our production to American 
requirements, about 6,000,000 bales. It might even fall 
below that amount as a higher price for cotton would 
encourage the use of rival materials such as rayon, paper, 
jute, linen and silk. 

This export cotton usually brings about $500,000,000 
a year in foreign cash to the United States, although there 
have been banner seasons when the amount of outside 
money brought in by this staple has gone above $1,000,000,- 
000. And a billion-dollar item is a very rare specimen and 
quite beyond the comprehension of the minds of most of us. 

@ 

There is another aspect of this situation, however, that 
is much more serious than the money loss—the sacrifice of 
employment by the people engaged in the production and 
handling of these 8,000,000 bales of export cotton. Be- 
tween a million and a half and two million people on South- 
ern farms work at producing this cotton. There are 14,000 
cotton gins employing large numbers of people, cotton seed 
mills, cotton compresses, warehouses, docks, etc. In the 
transportation of cotton by wagon, truck, railroad and 
boat much work is provided. Cotton, in fact, is the chief 
provider of employment for the Southern tier of states. 
Even though a greater return to the planter were received 
by cutting the crop in two, it is doubtful if accomplishing 
this end would be an advantage sufficient to counter-balance 
the misfortune of unemployment for millions of people 
which would result. In fact the latter tragedy would, 
obviously, be vastly too great a price to pay. 

Those theorists in government who are feeling their way 
toward a regimentation of the farmer exercised their 
customary bad judgment in making cotton their bellwether 
crop. They selected the staple of them all to which the 
foreign market was most important and a loss of which 
would be most disastrous. Had they chosen to put a limi- 
tation on a crop the export considerations of which were 
relatively unimportant the folly of it would have been less 
obvious ; but with cotton it is otherwise for we grow cotton, 
not for ourselves alone, but for all the world. 

The theorists are finding that unexpected difficulties are 
likely to arise to plague them when they tackle one of these 
economic problems that have so many ramifications that the 
contemplation of them all, the discounting of every 
exigency that may arise, is beyond human understanding. 
Attempting to juggle these fundamental problems, to get 
profit through hatching fancy schemes for their manipula- 
tion, is not unlike the activities of those gentlemen who 
through the decades give themselves to the study of systems 
for beating the god of chance at the roulette wheel. Even 
more immutable than the law of chance, they find, is the 
ancient and omnipotent law of supply and demand which 
all the legislative bodies in the world are powerless to 
alter or repeal. 

Yet it comes to pass that uncertain circumstance some- 
times brings to high places sincere but irresponsible zealots 
consumed with enthusiasm for their theories who, at no 
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risk to themselves, are will- 
ing to stake the well-being 
of millions upon the cor- 
rectness of their unproved 
(and often disproved) theo- 
ries. They abandon the 
principle of the virtues of 
price, quality and service in 
maintaining our industry. 
They attempt to create 
through a series of controls 
and repressions, exercised 
from Washington, an arti- 
ficial influence under which 
millions of Americans will 
girate like so many marionettes on the ends of strings. 

Then there is the matter of the increase in the personnel 
and cost to the people of the Federal bureaucracy that will 
be necessary to the enforcement of the law. Representative 
James P. Buchanan, of Texas, a good administration Demo- 
crat, is Chairman of the House Committee on Appropria- 
tions and therefore in a position to speak with authority. 
On page 9290 of the “Congressional Record” of May 17 
last he states that an organization consisting of a secretary, 
three clerks and three committeemen in charge of allot- 
ment of production and ten supervising committeemen must 
be appointed in each of 1,075 counties. The total of 
employees is seventeen to the county, or 18,275 altogether. 
Each state will have three administrators. All of these 
people will be appointed on a patronage basis. There will 
be office rent, telephones, telegraphs, etc. The total of 
expense, Mr. Buchanan warns, will run to $8,250,000! 

This law, obviously, will develop two classes of cotton, 
one of which is tax free and the other of which rests in a 
warehouse with a bill for half its sale price levied against 
it. It is easy to foresee the time when there will be illicit 
gins just as there are illicit distilleries. ‘There will be mills 
that thrive on half-price, bootleg cotton just as there are 
refineries around Texas oil fields which operate on half- 
price and illicit oil. There will be ships in southern ports 
that find a way to ship these cargoes of bootleg cotton. 

Certain it is that cotton production is to be thrown quite 
out of joint. A venerable industry, carefully adjusted 
through a century of operation, is to be thrust upon the 
mercies of absentee theorists who, in mapping out its 
destiny, do not seem even to have given weight to recent 
economic experience. If restriction succeeds in reducing 
production, as it already has done to a degree, it will 
stimulate other countries, as it now is doing, into increased 
production that will divert hundreds of millions of dollars 
away from America and rob millions of the citizens of the 
South of employment. If it turns out to be a mere tem- 
porary expedient, as some of its Southern advocates think 
it will, that damage is done. If it succeeds, if it develops 
into a permanent scheme of farmer regimentation as con- 
ceived by some of its textbook advocates, then the blight 
on the dominant industry of the South becomes permanent 
and, some think, well may recall carpet-bag days of an 
earlier era. Either way it injects the Federal government 
into an activity in which it has no proper place and which 
will be resented by the American people as soon as the 
confusion of many disconcerting activities has cleared away 
and it can once again get a proper perspective on 
government functions. 
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The Royal Road to Riches 


This is the second of a series of articles 
by Mr. Benkert, Chairman of Brookmire, 
Inc., discussing the effects of the New 
Deal monetary reforms. He seeks an 
answer to the question, "Can America's 
attitude toward investment be changed?" 


A T the Reform Club in London a few years ago, 
with the general manager of one of the largest Bri- 
tish insurance companies, the writer inquired about the 
financial standing of a mutual acquaintance. The reply was, 
“I think he’s got about 5,000 pounds a year.” A similar 
question asked at the Bankers Club in New York brought 
the response, “I think he’s worth about a quarter of a 
million.” Two fundamentally different philosophies are 
exemplified by these illustrations. Respectively they per- 
meate the whole thinking of each country. 

In the halcyon days before the crash, millions of Ameri- 
can citizens suddenly discovered “the royal road to riches.” 
The great shift of liquid wealth resulting from the war 
and the vast loans by our government to foreign nations 
had obliterated our debtor position of a hundred years and 
created here a reservoir of credit unparalleled in human 
history. Coincident with this transformation, we had 
forged within our borders an economic and commercial 
development of such unprecedented magnitude as to excite 
the admiration and envy of the world. With the signing 
of peace and the return of the warring millions to civil 
pursuits, this gigantic storehouse of energy and wealth 
stood ready to lift the shattered peoples of the earth back 
on their feet again. 

Such was the scenery which ushered in the financial 
drama of the early 20’s. As the curtain rose on the decade, 
large loans were under way to the neutral nations—Sweden, 
Holland, Norway, Denmark and Switzerland, and to many 
of their leading cities. In their wake there followed huge 
loans to England, France, Italy and Japan, to Australia, 
the Argentine, Canada and 
Brazil, and thus the incipi- 
ent crash of 1920 was buf- 
feted and postponed. 

Confidence engendered 
by the election of Mr. 
Coolidge in 1924 and adop- 
tion of the Dawes Plan for 
Germany in the same year 
added the nations evolved 
from the Central Empires 
to the recipients of our 
loans. Staggering amounts 
were advanced to these 
countries during the next 
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tour years, thus helping to maintain and advance foreign 
and domestic commerce. The increased prosperity, result- 
ing largely from adding these new customers during this 
period, was promptly reflected in increased earnings of our 
domestic corporations. Great expansion of plant, equip- 
ment and facilities in industry, commerce, real estate, arts 
and amusements resulted, and common stocks began to 
advance in price. With this advance the appetite of in- 
vestors for equities became so whetted that by the end of 
the decade the whole nation was caught up in a frenzy of 
speculation. Fixed interest bearing obligations no longer 
appealed. Time-honored concepts and time-tested prin- 
ciples of investment were discarded. A new era had 
dawned. America must not be sold short. Trees grew 
to heaven and the royal road to riches had been found. 

But, the tragic crash of 1929 and the long years of | 
painful losses and liquidation which have intervened have 
left the investor empty-handed in the valley of his own 
folly, bewildered and wondering whether there is any road 
to riches, much less a royal road. Strangely enough, this 
fog of uncertainty and despair is not confined to the gen- 
eral investing public but permeates and possesses many of 
our leaders in industry, commerce and finance. Now, as 
in 1929, they are still without a compass to chart theit 
investment course and are wandering aimlessly—ship- 
wrecked, holding blindly to whatever remains. 

What has occasioned this uncertainty and drifting about? 

Is it not evident that we as a people have never charted 
a sound investment course?—have never formulated the 
principles which make the way definite and clear? Gen- 
erally speaking, our whole approach to market investments 
has been utterly fallacious and has inevitably led to the 
disastrous results of the past four years. 


What are these principles and how can they be applied ? 
As in navigation, they are rather simple and few in num- 
ber. The first principle of fundamental and transcendant 
importance is to determine the course of general business. 
If the investor’s conviction as to the trend of business 
is favorable, it is obvious that his funds should be fully 
invested ; if unfavorable, that is, if he sees that general busi- 
ness is headed downward, he should be wholly out of the 
market and in cash. Between these two extremes, when 
the course of business is uncertain, he should hedge, that 
is, be partly in cash and partly invested. The question na- 
turally arises as to what are the principal factors influenc- 
ing the course of business. : 

As pointed out by the writer in “The Gold Road to 
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Recovery” in the July 
“NEw OuTLooK,” the pri- 
mary factor is the course 
of commodity prices. Ap- 
proximately half the popu- 
lation of America and 
about 80 per cent of the 
peoples of the earth do not 
work for wages. They are 
engaged in the extractive 
industries producing basic 
commodities. Their buying 
power rests solely on the 
price level of these com- 
modities in relation to the 
price level of manufactured goods and services. According- 
ly, a decline in commodity prices ushers in a period of de- 
clining business and unless arrested, as in 1920, produces a 
depression such as we are now experiencing. Secondary 
factors, in reality an outgrowth of the primary factor of 
balanced price levels, are the customarily accepted ‘trade 
indicators.” Outstanding examples are carloadings, electric 
output, building permits, bank clearings, postal receipts, 
industrial production, factory payrolls, unfilled steel orders, 
crop estimates, telephone installation, Federal Reserve re- 
discount rate, etc. Scientific analysis and correlation of all 
these factors are the keystone for determining the condi- 
tion of business and, ipso facto, establishing the logical 
basis for current investment policy. 





The application of this primary prisciple of determining 
the course of general business leads logically to the funda- 
mental of timing both buying and selling in relation to the 
business cycle. Values for the money are maximum as 
business emerges from a major depression and enters upon 
a progressively improving trend. Values are minimum 
when business is at the peak of a boom and the cyclical 
improvement is culminating. When emerging from a de- 
pression, sound policy calls for 100 per cent investment 
position in stocks and long term bonds. Conversely, at the 
peak of a business cycle, sound policy calls for a 100 per 
cent liquid position ia cash and/or high grade short term 
bonds. This applies the principle: when securities are 
cheap, they are more desirable for appreciation than money, 
and also give a return; and when they are high, they are 
less desirable than money or short term high grade bonds, 
because these are safer as they preserve principal intact. 
In summary, when sound income bearing securities are 
bought at prices which represent substantial value for the 
money, during the improving phase of the business cycle, 
safety and return are taken care of and appreciation will 
take care of itself. 
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The overwhelming losses of the past four and a half 
years afford tragic evidence that our investing public gen- 
erally acted in ignorance of the fundamental relationship 
between the course of general business and the timing of 
investments, and that the course of business was completely 
misjudged. The public was obsessed with the conviction 
that the nation was just on the threshold of real develop- 
ment. The insatiable wants of the people for goods and 
services were to be met by the constantly increasing efhi- 
ciency of machine production, the maintenance of high 
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wages, and a policy providing for labor a progressively 
larger share in the profits of industry and commerce. Thus 
a continually widening dissemination of wealth was as- 
sured, which in turn was to supply a constant market for 
the products of industry in ever increasing ratio. The 
winning of the continent was recognized, the pioneer days 
were over, but the intensive cultivation of the domestic 
market was considered in its infancy. The power of ad- 
vertising to stimulate adequate demand, the broadening 
of market facilities and the rapid development of quick 
and easy means of transportation by rail, air and highway 
were counted on to achieve the necessary distribution. Our 
domestic markets were to be supplemented by the develop- 
ment of the vast continent to the south, and our genius for 
organization, engineering skill and capacity for mass pro- 
duction were sure to accomplish this quickly. These con- 
cepts were nation-wide and formed the background of the 
New Era and the feverish willingness everywhere to specu- 
late for profit. Present values were of no consequence— 
potential values were all-important. Thus the ridiculous 
prices of 1929 were justified and with few exceptions the 
whole nation, high and low, believed in them. 
ce 


What was wrong? 

In retrospect, it is easy to recognize that this process of 
thinking completely ignored the fundamental necessity of 
correlating the effect of the course of commodity prices 
upon business. It is apparent that once the general price 
level is relatively in balance, as in 1926, the stability, 
growth and development of business from that point on is 
fundamentally dependent upon maintaining the income of 
commodity producers. Early in 1929, the international race 
for gold was on and commodity prices had already started 
their world-wide downward spiral. But, unlike 1920, there 
foreign loans had disappeared in the maelstrom of specula- 
tion in stocks, and international trade was subjected to 
ever increasing barriers and restrictions. Thus the im- 
pending collapse was clear and inevitable. 

Next to the sine qua non of determining the general 
course of business, the second fundamental principle of in- 
vesting is the selection of value for the money. This in- 
volves an approach essentially at variance with speculating 
for profit. The idea of buying for the so/e purpose of sell- 
ing at a higher price is not the controlling motive. The 
selection involves primarily a consideration of income, earn- 
ing power, financial strength and marketability, all in re- 
lation to the market price at the time of selection for pur- 
chase or sale. As all values are relative and based on 
comparison, selection involves comparison of types and 
qualities of credits; of the character, potentialities and 
trends of various industries and of the statistical data of 
hundreds of companies embraced therein. 

@ 

The underlying principle to achieve safety is that of 
buying substantial value for the money. Value in invest- 
ment terms means worth or utility. There are two kinds 
of value: lasting and temporary. Lasting value is that 
which stands the test of time. In securities, it is based 
largely on earning power and yield. ‘Temporary value is 
that which does not stand the test of time. It is based 
largely on the temporary factors of booms, manipulations 
and popularity. Price is what a security will fetch. Price 
at any given time reflects the net of all forces brought into 
play in the demand and supply equation of that time. 
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During booms, the demand 
is greater than average, and 
prices are high compared to 
lasting values. During de- 
pressions, the supply is 
greater than average, and 
prices are low compared to 
lasting values. 

Safety is achieved on the 
basis of the following prin- 
ciple: when sound securi- 
ties are bought at levels of 
lasting values, the funds 
are reasonably safe over a 
period. When sound securi- 
ties are sold at levels above lasting values, the funds are 
reasonably safe (provided money is sound). When this 
principle is violated in securities, losses in general propor- 
tionate to the extent of such violation may be anticipated. 

This same principle of safety may be carried a step 
further, and thereby set up the principle of appreciation: 
when sound securities are bought below levels of lasting 
value, such buying holds potentials of appreciation. The 
greater the value for the money, the greater the potentials 
of appreciation. 

The acid test of both safety and appreciation is simply 
this: appreciation will not be of lasting benefit unless, 
when existent, it is captured before it disappears. This 
means converting it into either cash, high grade short term 
bonds, or other more attractive issues based on value for 
the money. 

The objective of income is important in any sound in- 
vestment scheme. The fundamental reason is that income 
and safety are inseparably related. Capital in a live, go- 
ing concern is not safe over a period unless it has earning 
power. Investment income is important also because it is 
made up of two parts: the first is a return for the use of the 
money ; the second is a return to repair capital losses. The 
first tends to be more constant than the second. The first 
is vital to any sound investment scheme, because it makes 
possible the operations of the compound interest principle, 
which is a powerful factor in building up funds over a 
period. The second helps to make possible rebuilding 
capital where seemingly good risks proved to be otherwise. 

Generally speaking, these are not the considerations that 
have actuated American investors in the past. The emphasis 
has been placed on market profit rather than on income and 
sound appreciation resulting from increasing earnings. In 
this respect our approach to investing has been diametrically 
opposite to that prevailing in Great Britain. 

Investment trusts have been operating in Great Britain 
for a half century. They have been conspicuously success- 
ful in providing income and sound growth of principal to 
their shareholders. They enjoy the complete confidence of 
the British public. 

In the late 20’s, a tremendous development of invest- 
ment trusts took place in America. The public bought 
hundreds of millions of bonds and stocks of companies 
on whose boards were represented the leading bankers, 
financiers, economists and business leaders. The public was 
now to enjoy the benefits of massed financial intellect and 
of the inside information resulting from the broad con- 
tacts of these directors. 

The disillusionment of the next four years is a story too 
bitter to retell. Generally speaking, the whole move- 
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ment has lost the confidence of the public. Very few of 
the stocks of any of these companies show any earnings or 
pay any dividends, and they are available at prices below 
the market value of the securities in the portfolios. 

In 1929, one of the leading bankers in London, whose 
firm has successfully managed a number of British trusts 
for many years, was invited on the board of a New York 
investment trust for the primary purpose of establishing a 
liaison with British thinking on investment matters. When 
he was shown the portfolio and read the long list of “blue 
chips,” he turned to the writer and said, ““We sold prac- 
tically all of these stocks in London early in 1928.” When 
asked why, his reply was “That was rather simple. Even 
at that time the price of these stocks was out of line with 
current or prospective earnings of the companies, and so 
we sold them.” His observation, however, had little effect 
upon the board. “Stocks were going much higher.” 
Strangely enough, the same attitude seems still to prevail. 
Many stocks are selling today at prices out of all proportion 
to either present or currently prospective earnings. 


It is an amazing fact that an investor who will spend 
weeks carefully investigating a small enterprise before 
reaching a decision to invest his funds, will buy securities 
in the open market after a few minutes consideration. This 
is one of the main reasons why so many securities are out 
of line and why so many values exist for the investor who 
will approach the problem with painstaking care. 

Just recently the writer was visiting with the senior 
partner of an outstanding stock exchange house. The 
ticker was practically silent. Looking up at the board, 
and with a wave of his hand, he said “Look at Steel!— 
3914, 3934, 40%, 3974—almost day after day. How can 
the public make money in such a market?” ‘The writer 
made bold to ask, “What do those quotations have to do 
with the earnings of the steel company?” ‘The reader can 
guess the answer. 

The ultimate objective of any investment is income. 
Unless appreciation rests upon a sound basis of increasing 
earnings, it becomes elusive and valueless. Appreciation, 
per se, is without benefit unless it is spent or converted 
into other securities either yielding larger income or de- 
signed to safeguard against capital loss. ‘This is a truth 
so great and yet so fundamental that until today our 
people generally failed to understand it. Aside from the 
feeling of security incident to the possession of means, the 
only money of any value to a man during his lifetime is the 
money he spends. If our philosophy inveighs against the 
spending of principal, how can capital be serviceable unless 
it provides an income? From these considerations, it is 
apparent that generally speaking the whole American ap- 
proach to investment is fundamentally fallacious. 

Fortunately, the recent act providing for Federal con- 
trol over security exchanges outlaws manipulation and 
many other practices resulting in artificial market changes. 
This act, coupled with the announced monetary policy of 
the Administration, designed to advance and subsequently 
stabilize the dollar price of basic commodities, bids fair 
to usher in a period of greater stability for security prices 
and will probably lead gradually to influencing an invest- 
ment approach here akin to the British. Such result would 
constitute a boon to the safety, well-being, income and 
peace of mind of the investing public. 

Investors would then appreciate that intermediate price 
fluctuations are of no fundamental importance and worth 
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would come to be measured, as it rightfully should be, by 
income and its stability. 

The implications and broad provisions of the Securities 
Exchange Act of 1934 are important in formulating an 
investment program and in understanding the course of 
the market. The Act deals primarily with margin re- 
quirements, market manipulations and the requirements 
for registration of securities on the exchanges. 

Though the Federal Reserve Board will have the power 
to adjust margins, the Securities Act makes the following 
provisions: Loans shall not exceed 55 per cent of the cur- 
rent market price of the security, or 100 per cent of the 
lowest market price in the preceding 36 calendar months, 
whichever is higher, but in no instance more than 75 per 
cent of the current market price. 

In respect of the provision for loans up to 100 per cent 
of the lowest price during the past thirty-six months, the 
lowest price at which the security has sold since July 1, 
1933, will apply up to July 1, 1936; thereafter the 36- 
month provision will govern. 

Margin provisions of the Act do not take effect until 
October 1, 1934, and then apply only to new purchases. 
Securities acquired prior to October Ist and held in ac- 
counts thereafter will be exempt from the margin pro- 
visions until July 1, 1937. 

There is much to be said in favor of the margin pro- 
visions of this Act. For instance, within certain limits, the 
percentage which can be loaned on a stock automatically 
becomes lower as the market advances and conversely auto- 
matically becomes higher as prices decline. In short, there 
is a tendency to limit speculation as the market reaches 
higher levels and to make purchases easier as lower and 
more reasonable price ranges are reached. It is a well 
known fact that many stocks were carried on ridiculously 
low margins prior to the 1929 market panic. As a con- 
sequence, many accounts were entirely wiped out almost 
overnight. A repitition of this occurrence should be less 
likely under the Securities Exchange Act. 

The margin provisions of the Act will probably have no 
visible effect whatsoever on the market when they take 
effect October 1, next, but in late stages of this and future 
bull markets, some protection will be afforded the overly 
enthusiastic. 

Manipulation is outlawed by prohibition of the creat- 
ing of apparent activity in stocks without change in owner- 
ship of them, the crossing of orders, dissemination of tip 
information on future price movements, etc. In short, 
the Act is intended to stop pool manipulation ; the objective 
is to sell securities to the public at considerably higher levels 
than such securities were accumulated by the pool. 

The general public should find no fault with the pro- 
visions intended to outlaw manipulation. Ordinarily, it 
has been only traders and insiders who have benefited by 
manipulated price movements, unwarranted by develop- 
ments of the companies whose securities were involved. 

Prohibition of manipulation on the whole became ef- 
fective July 1, 1934, though price pegging is not prohibited 
until October Ist and the new Securities Commission is 
given some discretion concerning short sales. 

There is little doubt that both the greatest immediate 
and potential effects on the market of the entire Securities 
Exchange Act are due to the sections which deal with man- 
ipulation. Current dullness in the market probably is 
in no small degree caused by the fact that many pools have 
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abandoned their positions in preparation for the operation 
of the Act. 

Henceforth, price movements more accurately should 
reflect changes and expected changes in business conditions. 
The old saying, “Stocks don’t go up, pools put them up,” 
no longer will be so close to the facts, unless effective 
means of circumventing the intentions of the Act are dis- 
covered and used. Penalties of $10,000 and two years 
imprisonment or both for wilful violation of any part of 
the act effectively should curb such maneuvers. 

Undoubtedly the outlawing of manipulation will have 
a tendency to reduce tradirig and to modify gyrations in 
stock prices. While this will be hard on the brokerage 
business it will be all to the good for the investors. 

Requirements for registration of securities will result 
in the disclosure of much useful information in regard to 
organization, financial structure, nature of business, re- 
muneration of officers, profit-sharing and bonus arrange- 
ments, management and service contracts, options on the 
company’s securities, earnings, financial position, etc. Such 
information will be of benefit in the evaluation of stocks. 

The regulatory commission is given wide powers in 
limiting and segregating the functions of members, brokers 
and dealers. The obvious intention of the Act is so to limit 
the functions of those dealing in securities that informa- 
tion obtained in the regular exercise of their duties will 
not be used for personal gain and to the detriment of the 
investing public. 

The amendments to the Securities Act of 1933 are not of 
sufficient import to lift the pall which has hung over the 
capital markets during the past year. Continued hesitancy 
on the part of potential seekers for capital, even for the 
most legitimate sort of enterprises, must be expected with 
its continued adverse effect on the capital goods industries. 

In summary, margin requirements are not unduly high, 
prohibition of price manipulation will prove beneficial to 
the public registration requirements are not unreasonable 
and the independent commission for administration of the 
bill is in line with desires of those affected by the Act. 

Because of the better tools afforded by this law, the 
investor will be enabled more correctly to appraise the 
true intrinsic worth of securities he owns or contemplates 
purchasing. As a result, his investment course will be 
more easily charted and more assuringly fulfilled. Economic 
security must always be a primary goal. Without it one 
can never be fully happy and reap the reward of invest- 
ment effort. Given a fund as a basis, the investor must 
determine the income he requires, the amount of risk he 
can take in order to acquire the increment of capital ap- 
preciation, the period of time in which he may build up 
his fortune until he shall have attained economic security. 

The investment plan having been formulated, the selec- 
tion of issues then is to be considered. Proper diversification 
is an essential element. The ratio of common stocks to 
preferred stocks and bonds must be determined. Changing 
economic conditions must be observed and studied and their 
effect on issues held must be constantly kept in mind. Cur- 
rent and prospective earnings, industrial trends and changes 
are all-important, and the rise or fall in commodity prices 
is always a signal for action. 

But it must be remembered that most of the risks, pit- 

(Continued on page 59) 
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We're In the ILO 


Few Americans know it—but we're in the 
ILO now. One of the last acts of the 
last Congress was to give the President 
permission to join. The indications are 
that the New Dealers plan to carry out 
their social and labor reforms in the 
world arena, again to change our foreign 
policy and further to ignore states’ rights. 


| Beas in its seventy-third session—on the last day, in 
fact—the House of Representatives took time off 
from community singing, from whistling and from foot 
stamping to pass a Resolution. The Senate had passed an 
identical one just a short while before. ‘They passed it at 
the request of the President. Ordinarily, there is nothing 
very exciting about a Congressional Resolution. Both 
houses pass scores of them during the Congressional year, 
for all sorts of purposes—to start an investigation, to stop 
one, to condemn or praise some person or thing, or to 
impress the folks back home. But this Resolution was 
different. It was a Resolution empowering the President, 
if, as and when he sees fit, to enter the United States of 
America as a member of the International Labor Organ- 
ization of Geneva. 

This latest Administration move is extremely significant, 
for all the simple form in which it was authorized. If we 
join—as seems certain—it will have far reaching effects on 
the whole of our national economy. The effects will be 
felt everywhere, in industry, agriculture, social service, law, 
foreign relations, government—in the entire set-up. And 
if the White House strategists can keep the Congressmen 
in line to the implied promise in the resolution, the effects 
will be permanent. 

The International Labor Organization is, briefly, a 
treaty making and an advisory body, meeting regularly at 
Geneva, and transacting its business independently of the 
League of Nations. The business is with labor and indus- 
trial conditions throughout the world. At the moment it 
has fifty-odd members, a fine big building on the shores of 
Lake Lucerne, a permanent 
staff of four hundred and 
fifty employed therein, a 
list of treaties and conven- 
tions controlling conditions 
of industrial and agricul- 
tural labor among its mem- 
bers and a colossal output 
of printed words and tables, 
data on every conceivable 
subject that is connected 
with work. 

The treaty making func- 
tion of the International 
Labor Organization is the 
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one to keep your eye on. As everyone knows, treaties are 
a part of international law. International law is more 
powerful than national law, in the sense that it has superior 
legal force. This, while it may be a blow to strict national- 
ists, is the cornerstone of international legal relationships. 
Once a treaty is made, signed and ratified, it cannot be 
repealed or set aside by any national or local legislative 
process whatever, unless the country concerned is willing 
to violate the first and most sacred canon of the comity 
of nations. Nor can a treaty be denounced unilaterally— 
that is, by one signatory—unless there is provision for that 
purpose written into the treaty itself. And most treaties, 
since they are agreements among equals, are so made that 
all must denounce them before the denunciation becomes 
legal internationally. 

In the light of this understanding of the nature of 
treaties, it can be seen how acutely important our member- 
ship in the International Labor Organization promises to 
be. The United States of America lives under a Federal 
system of union. Powers not specially reserved to the 
Federal government belong (or were supposed to belong) 
to the individual states. Among these powers is a con- 
siderable amount of social, labor and industrial legislation. 
But among those reserved to the Federal government is 
the power of concluding, ratifying and enforcing treaties. 

@ 


Now the International Labor Organization has already 
dealt with many things which America reserves to the 
individual states. Under the powerful impetus of our 
membership, it would deal with many more. And the 
individual states would have nothing legally to say about 
it. The Federal government, by arranging whatever 
subject it chose to deal with in treaty form, could apply any 
program of social, labor and industrial legislation it wanted 
to the entire country. Enforcement would be just a matter 
of persuading Congress to pass the necessary enabling acts. 
No other legislative power could hold it up. It would 
seem to have been one of the smartest of smart tricks, this 
innocent joining of the ILO as means to swift social reform 
on a national scale. For this method is, in effect, a sure- 
fire way of getting around the reluctance, or indifference, 
of state legislatures that has held up so many labor laws. 
Some may prefer to call it an invasion of states’ rights; and 
such critics will have to be content with the explanation 
that it is perfectly legal invasion. Fanciers of political 
irony may point out how queer this looks from the Party 
of Jefferson and the anti-Federalists, but it will be by no 
means the first time they have had a chance to exercise 


NEW OUTLOOK 

















their wit. Congress and 
the White House, both 
Democratic, have done it, 
and that seems to be that. 

The resolution also im- 
plies an interesting change 
in New Deal policy, par- 
ticularly in its relations to 
other countries. Back in 
1933, the line was wholly 
national. The recovery 
program, according to its 
framers, concerned us and 
us only. We wanted no 
help from the outside—and 
certainly we were extending none to the outside. ‘Tariffs 
were left where the previous Administration had put them. 
We were still laboring under the illusion that foreign trade 
and foreign conditions were of no importance to us. Our 
monetary policy flouted world interests, and its makers 
ignored the possible effect of outside conditions on their 
plans. In July of last year, we withdrew from the World 
Economic Conference, with melodramatic flourishes and 
slaps in the face all around. The recovery program was 
an exclusive business, and its exponents behaved as though 
none of them had ever heard of a foreign country, or 
would care a nickel about what was happening in it if 
they had. 
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Now we are once again reversing ourselves. The shift 
has taken place in the past few months; it began, of course, 
before the resolution to join the International Labor 
Organization was actually proposed. In a way it may be 
said to have started with the deals we tried to make after 
Repeal, when we tried to trade apples and pork for cham- 
pagne and whisky. Then the new tariff proposals, giving 
the President power to revise rates and schedules as he saw 
fit, marked a definite swing away from strict nationalism 
in the recovery plan. The wise men in Washington had 
at last begun to admit the importance of world trade and 
world conditions, and the need to negotiate with the world 
on something like equal terms if these facts were to be 
met. The move to join the International Labor Organi- 
zation is the latest, and also the most startling, evidence 


of their conversion. 
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In a sense this may be taken as an admission of weak- 
ness. The NRA, for example, has been under fire from 
every shade and color of critic. Radicals find it designed 
to protect profits and promote monopoly. Employers com- 
plain that it has taken away their ancient right to deal 
with their own workers in their own way. Rugged indi- 
viduals are bitter about regimentation and bureaucracy. 
In general there is an impression that the NRA has not 
been a success. 

And the impression is well founded. The NRA has not 
produced the mass re-employment that was so confidently 
expected from it at the beginning. Only a small portion 
of the six million jobs promised for last Labor Day (then 
for Christmas, finally postponed indefinitely) has material- 
ized from NRA’s devious and often silly workings. It has 
not raised living standards appreciably for those workers 
possessing jobs. In fact the whole recovery program has 
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raised prices, while wages have lagged heavily behind. 

Another part of the purpose in our joining the ILO, 
announced when the resolution was put to the House, is to 
share in a world-wide drive to raise living and working 
conditions. The effort is to be made in full coéperation 
with every other power represented in the Organization. 
Any successes in this effort will have the full sanction and 
weight of the treaty process. Enforcement will not depend 
solely on domestic policy and opinion. It will have inter- 
national status—and that, in spite of recent treaty defiances, 
is still of considerable value. 


The New Deal is turning to the outside world for help. 
Patriots who prefer the strictly American way of doing 
things will be indignant, for membership in the ILO will 
involve us in an even wider program of social and industrial 
legislation than we have yet undertaken. Already the 
Administration is planning action on questions like unem- 
ployment insurance, national sickness and old age insur- 
ance, and child labor. Under the Constitution, this sort 
of legislation cannot be done by Congressional act alone. 
Either the treaty making power or the process of Consti- 
tutional Amendment would have to be invoked. Joining 
the International Labor Organization is the Administra- 
tion’s idea of getting around these checks which the Con- 
stitution originally placed upon the Federal government. 

The International Labor Organization is ready for us. 
Since its foundation it has been preparing conventions, 
recommendations, studies and research projects on the 
types and varieties of social legislation desired by the New 
Deal. An enormous wealth of data is ready for our uses. 
Scores of experts have been kept in the field, quietly 
plugging away at the subjects chosen for study. And, 
whether or not you feel cynical about tables, charts and 
sociological data, their work has been done efficiently and 
wholly without fanfare. 

As a matter of fact our decision to make use of this 
material and of these facilities is much in the nature of a 
return to an earlier enthusiasm. In 1919, when the 
Organization was founded, Americans were prominent in 
the first of the work. Samuel Gompers, then head of the 
American Federation of Labor, was one of the origina! 
sponsors. The first meeting was held at Washington. 
Until the Senate storm that swept away Versailles, League 
and all the peace settlement in so far as it concerned us, 
our participation in the Organization was whole-hearted 


and generous. 
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Search for the real antecedents of the International 
Labor Organization takes us back to 1897, when the first 
international conference on purely labor matters was held 
in Brussels. America sent a delegate from the Department 
of Labor. From this conference an International Labor 
Office was formed in 1900, a semi-official body supported 
by government contributions—including an annual one of 
one thousand dollars from the United States. Though 
this primitive office lacked treaty drawing powers, it did 
accomplish one benefit to labor in the prohibition of 
poisonous white phosphorous matches. In 1920 its library 
and archives were absorbed into the present Organization. 

The present body owes much for its existence to the 
discontent and revolutionary feeling rising from the World 
War. As we may remember, the Allies were in the habit 
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of holding open confer- 
ences from time to time in 
which their war aims were 
announced—always in 
terms of the highest ideal- 
ism. At the same time 
Allied labor was discussing 
what it wanted from the 
war. The British gov- 
ernment was the first to 
see that some concession to 
labor’s aims would need to 
be made. For one thing, 
labor of the trades unionist 
and Socialist persuasions 
had been admirably docile throughout the war—‘loyal” 
was the word used. But for another thing there was 
Bolshevism, just born and anything but loyal to the war- 
makers. The British were the first to see that some reward 
must be handed out to the workers, both in gratitude for 
past virtues and as a preventive of possible future vices. 
At the end of the war, it must be remembered, Bolshevism 
was threatening to engulf the working class movement the 
world over. 

So the elder statesmen and the older foreign office experts 
were somewhat surprised when the first session at Versailles 
set up a Labor Commission, and still more when the Labor 
Commission accepted the whole list of principles that the 
trades unionist and Socialist convention had drawn up at 
Berne a few months previously. This, the so-called Labor 
Charter, laid down the broad outlines of the International 
Labor Organization. Later it was incorporated into Part 
XIII of the Versailles Treaty. Here the language used 
was idealistic in the extreme. “The High Contracting 
Parties, desiring “Universal Peace’ and recognizing that 
“such a peace can be established only if it is based on social 
justice,” and also realizing that “conditions of labor exist 
involving such injustices, hardship and privation to large 
numbers of people as to produce unrest so great that the 
peace and harmony of the world are imperiled,” agreed 
to form an organization to consider and improve such 
matters as hours of work, unemployment, wages, industrial 
sickness and accidents, old age, and (anticipating Section 
7-a of the NIRA) “the recognition of the principle of 
freedom of association.” 





The ILO was to consist, first, of a General Conference 
of all members, composed of four delegates from each, two 
appointed by the member governments, one by the employ- 
ers’ associations and one by the workers. Under this came 
a governing body of twenty-four, chosen from the principal 
industrial powers—twelve appointed by their governments, 
six by the employers and six by the workers. Permanent 
headquarters were provided at Geneva and a Secretariat to 
do the expert and the clerical work. The General Con- 
ference was to meet at least once a year, the governing body 
when required. Money for all this was to be provided by 
the League of Nations through the Secretary-General. 

Procedure was arranged in the Treaty. Selection of 
subjects for consideration and action is mainly the function 
of the governing body, which receives suggestions from the 
members at large. Once on the agenda, the subject is 
turned over to the Secretariat for study and report. The 
Diplomatic Division sends questionnaires all over the world 
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to learn how the countries involved feel about the question 
in hand. From these studies the Secretariat draws a 
tentative draft treaty for the General Conference to act 
upon. The General Conference then draws either a treaty 
or, if the subject does not deserve such high treatment, a 
recommendation, which must be passed by a two-thirds 
vote of the Conference. The treaty is then forwarded to 
the members for signature and subsequent ratification, and 
if ratified becomes a part of international law. Recommen- 
dations are simply what the name implies, and do not 
involve signature or ratification. 
€ 

The first year of the Organization was the best one in 
number of important treaties drawn. Idealism was 
naturally highest in the beginning, and at Washington the 
delegates agreed on five significant measures. These 
included the institution of the eight-hour day and the 
forty-eight hour week, the abolition of private employment 
agencies, provision for maternity insurance and _ rest 
periods, and prohibition of night work for women and of 
child labor under the age of fourteen. To date, thirteen 
members have ratified the day and week limit, twenty- 
seven the employment agency ruling, twenty the child 
labor limit and twelve and twenty-four the other two. 

The following year three conventions relating to sea- 
men were drawn up, providing a minimum age of four- 
teen, a wages indemnity in shipwreck and for public ship- 
ping agencies. ‘These were ratified by twenty-three, seven- 
teen and nineteen members. In 1921 a fourteen-year limit 
on farm workers was proposed, the farm workers’ right 
to unionize was recognized and agricultural sickness and 
accident insurance arranged, measures which secured four- 
teen, twenty-three and sixteen ratifications. Four years 
later the Organization secured twelve and twenty-two 
agreements to an effort to standardize industrial accident 
and disease compensation. In 1928 a similar effort on 
minimum wage technique was ratified by nine members. 
In 1930 forced labor was outlawed by ten countries—of 
which, significantly enough, only one was a great colonial 
power. An attempt to regulate clerical hours was ratified 
by only two members, and a similar attempt for mine 
workers by one. 

A more detailed analysis of these ratifications reveals 
many contradictions. Spain and Bulgaria, hardly leading 
industrial nations, have the best records—Spain with a 
score of thirty from a possible thirty-two, and Bulgaria 
twenty-seven. Germany and Great Britain trail with 
sixteen and eighteen. France and Czechoslovakia have 
ratified eighteen and twelve. Some of these ratifications 
are not of much benefit to the workers in the countries 
concerned. Japan, for example, was glad to ratify regu- 
lations on the treatment of immigrants, but ignored almost 
all those for the protection of sailors. Belgium protects 
workers in a non-existent merchant marine but has no 
international concern for her miners. And some conven- 
tions, though ratified, are simply not enforced. England 
agreed to the ban on forced labor, but continues the hut 
tax system in her African colonies, where natives otherwise 
indifferent to exertion have to work out a cash levy in 
months of hard labor. 

But the failures and contradictions of the Organization 
do not condemn it out of hand. It is not an enforcing 
body, as the League of Nations was once designed to be. 
It can apply no sanctions to its members, but must rely on 
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world public opinion for support. It is not a policy making 
body, and cannot touch on national issues between labor 
and capital in the broad sense. Its real function is one 
of regulation and coérdination, accomplished through 
agreements whose only impetus is persuasion. In a 
nationalistic, competitive world where economic questions 
are approached more and more in open struggle, it cannot 
be expected to produce a new world society. Indeed, it 
was not designed to do this. Whether its original pur- 
pose—to keep the workers of the member countries content 
with peaceful agitation and away from Bolshevism—will 
succeed permanently or not no one can say. Certainly the 
violence of events in Europe in the past eighteen months 
does not argue a good example to the world proletariat. 
@ 

And however sketchy and confused the Organization’s 
record may be, it compares favorably with the domestic 
record in our own country, where social legislation has 
been left to the individual states. Looking over this list, 
it can be said flatly that not one of the International Labor 
Organization ,controls is equaled in all of the forty-eight 
states. On child labor, only twenty-six states have met the 
Organization’s limit of fourteen years. ‘Thirty-six states 
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prohibit forced labor. Twenty-five set an eight-hour day 
and a forty-eight hour week, but that only on public works. 
Only six enforce a twenty-four hour rest period in the 
week for all adult workers. One state provides unemploy- 
ment insurance, with a few more giving pensions to the 
aged. Federal laws, including the NIRA, do not cover the 
whole ground considered in Organization treaties. A few 
(notably the laws on marine employment) surpass them, 
but the majority are inferior in social protection. 

Whether or not the generous ambition of the sponsors 
of the resolution will be achieved—the raising of world 
standards of working and living—is an open question. It 
does not depend wholly on our decision, for other member 
countries will have equal say with us at the Conference. 
And before we can assume the direction of a world uplift, 
we shall have to bring our own social legislation up to 
Organization levels. But of this we can be certain: the 
move to join the International Labor Organization means 
another shift in New Deal policy. Those who were dis- 
mayed at our World Economic Conference histrionics will 
be reassured. And those who would like to see our social 
legislation second to none—as it could easily be in the 
world’s wealthiest country—will take heart as well. 
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Mosquito District—There She Stands! 


Can American local government be 
saved? It is threatened with collapse 
under a burden of too many districts and 
subdivisions. Investigation attending the 
taxpayer's revolution reveals one county 
with nearly 2,000 governmental units! 


HIS year the legislatures in three quarters of our 


forty-eight states were considering ways of rebuilding 
our local governments from their foundations upwards. 
Some have already taken long steps. Before another Presi- 
dent is elected most of the others will have been forced to 
show some results from their deliberations. 

There is none of the high-falutin’, impractical altruism 
of the New Deal behind these reforms. Exasperated tax- 
payers have been banding themselves in local units to bend 
the political machines to their desire, which primarily is to 
reduce their own taxes. The politicians realize that they 
are being asked to dance for their constituencies with their 
own heads on a platter, and they are loath to accept the 
invitation. Yet they are powerless before the horde of tax- 
payers’ leagues, citizens’ councils, regional planning com- 
mittees and the like which are making their voices heard 
all over America today. These have much more than the 
purely local significance they imagine themselves to have. 

With our home-town efforts at civic housecleaning, most 
of us are familiar. But what the majority do not realize is 
that the efforts of our own communities are being paral- 
leled, town by town, county by county, and state by state 
from one end of the country to the other, so that the 
coincidence of all these single efforts is remoulding our 
actual political system to an extent which is seldom 
realized. ‘There is no national leadership for this revolt. 
There is no need of any. American local government is a 
welter of obsolescence and special privilege that has its 
roots in every community. By attacking in each community 
its own particular root, the whole growth gradually is 
being overthrown. 

The same _ depression 
that started the new Fed- 
eral Commissions, Authori- 
ties and what-not on their 
way, curiously enough is 
responsible for the counter 
move toward stronger local 
governments. ‘Taxes are 
the connecting link. Busi- 
ness could reorganize and 
retrench in many directions, 
but in the matter of taxes 
it found itself against a 
stone wall. Protests, public 











By Edward M. Barrows 


and private, by men who had always taken their political 
influence for granted because of their business rating, not 
only failed to lower the tax rates but could not check their 
tremendous increase in the face of industrial stagnation. 
Right there began the average business man’s new interest 
in local politics—not in voting the right ticket, but in 
understanding what the party office-holders did with their 
time and the people’s money. Only one thing seemed clear 
at the beginning of this uprising three years ago. ‘Taxes 
were exorbitant and were most ineffectively expended, 
under the direction of men who apparently could only be 
reached by votes. So desperate taxpayers en masse began 
seeking a method by which the voting power might be 
used wholesale. 


They found it in the handful of local taxpayers’ organ- 
izations which for many years had been having a rather 
futile and uncertain existence in various parts of the 
country. There were other potentials toward reform: 
municipal research bureaus, civic leagues and similar bodies 
which were far more effective technically, but which had 
really never been understood except by a select and edu- 
cated few. The taxpayers’ association, with its simple 
objectives, loose organization and democratic base, fur- 
nished the germ of the idea which local non-political leaders 
everywhere proceeded to work out. By the summer of 
1933 about 3,000 of these organizations were at work— 
a number which coincided roughly with the number of 
counties in the United States. They were reinforced by 
special tax committees from Chambers of Commerce and 
various civic organizations which became _ increasingly 
valuable as the fight developed into situations that the origi- 
nal sponsors could not foresee. 

The first interest naturally centered on tax reduction. 
The assumption generally was that the waste and extrava- 
gance in local government was due chiefly to illegal and 
dishonest administration. Many of the early efforts there- 
fore were simply fiats to the party leaders to slash taxes by 
an arbitrary percentage, or else face prison, or complete 
political annihilation. 

Some amazing consequences followed. Left to their 
own devices of economy the politicians started curtailing 
on the modern essential services such as schools, public 
health, libraries, parks and playgrounds. Particularly they 
concentrated on such highly technical positions as were 
more or less free from political control. The result was a 
civic uproar which for three years has produced large 
quantities of sound and fury, and in a majority of cases 
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little else. This has not 
been due to any lack of 
sincerity or zeal by the tax 
reductionists. They stood 
generally for both efficiency 
and economy. But when 
they tried to get them, 
hundreds of thousands of 
earnest citizens realized for 
the first time how complete- 
ly out of their hands were 
the local governments that 
they had always supposed 
their votes controlled. 

The reason is that, ethics 
aside, the political tax slashers were operating strictly 
within their legal powers. It is entirely possible under our 
present systems of town and county government for an 
administration to economize by abolishing essential services, 
while retaining the sinecures useful only for vote getting. 
More than that, many such sinecures are compelled by 
law to be maintained, while indispensable services are in 
a sense extra-legal, and exist only by the sufferance of the 
politically constituted authorities. To rectify these matters 
by law requires a state legislative campaign, and in many 
instances the state constitutions forbid the legislatures to 
make the necessary changes. Voting an administration out 
of power is of little use, because the jobs and perquisites 
remain for the opposition party to enjoy—which universally 
it does. Briefly, genuine local self-government has ceased 
to exist in many of these United States for years. 


2 

As usual, we find the explanation in our national history. 
The county, divided into townships, boroughs, or parishes, 
which contain villages, towns and cities, is the focal unit 
of local government. County government is older than 
the nation. It is an importation, adapted from the English 
manorial system and brought to this country by the great 
English proprietors of the 17th Century, notably Ogle- 
thorpe and the Calverts in the south and Penn and the 
Duke of York in the middle colonies. New England from 
the start had developed a system of local government by 
towns and counties, based on the English shire government 
but more completely popularized. So history suggests that 
our vaunted free governments have never been more than 
medieval institutions, with their inherent recognition of 
privileged land-owning and governing classes greatly 
liberalized to meet pioneer conditions. The Declaration 
of Independence, with its announcement of personal 
equality and its limitation of government to the consent 
of the governed, was designed as a body blow to the ancient 
ideas. But so far as it affected the actlal forms it was a 
theoretical blow only, for the old local structures remained 
after the colonies became states, the frontier spread west- 
ward and new states moulded themselves on the old ones. 


E 

They are still in force. In New York, for example, 
when the Duke of York as proprietor decreed the form of 
local government he established eight official functions, 
with the titles of supervisor, constable, collector, assessor, 
clerk, highway commissioner, overseer of the poor and 
justice of the peace. This was the list in 1691. During 
the past century New Yorkers have added the functions of 
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health officer and auditor. Time also has brought about 
many expansions in organization of these functions and 
considerable overlapping in their scope. Otherwise official 
town government in 1934 is the same as it was in 1691. 
Until the upheaval we are witnessing today, town and 
county government in practically every state was full of 
such archaisms. 

This was all natural enough up to the middle of the 
last century, for the pattern of civilized life then varied 
so little from the century preceding that the same patterns 
of government were endurable. The trouble is that since 
1840 conditions of living have changed beyond recognition. 
The Duke of York could have felt perfectly at home in 
the America of Franklin Pierce’s day, though the railroad 
might have awed him somewhat. But both the Duke and 
the President would be bewildered and helpless by a day 
in a modern American community, except in the court- 
house or the municipal building. In no other phase of life 
would they understand either the institutions or the com- 
mon implements of living. 

We have reconciled these ancient governments to mod- 
ern life largely by ignoring outmoded public offices when 
they ceased to be useful, and then as the new day brought 
new necessities, taking care of these by special commissions 
and bureaus, by adding a subordinate department to an 
established one, by expanding an official function beyond 
its original purpose, by creating “Emergency” jobs which 
retain that status from year to year—by doing anything 
that will take care of an immediate need without going 
to the trouble of altering our fundamental laws. So we 
have progressed like the chambered nautilus, devising a 
new structure for every new need, but always carrying the 
shell of the old one on our backs. 

The country is full of instances of this sort of obsoletism. 
A recent survey of Michigan showed that over 80 per cent 
of the 295 justices of the peace had no special knowledge 
of law, and that most of them had no more than a common 
school education. As a natural corollary, the survey 
showed, only 21 of the 296 were called on to exercise any 
judicial functions in 1932. Of course this does not mean 
that Michigan was free of minor lawsuits. The real 
business was carried on by more modern and _ better 
equipped courts. Michigan has another quaint institution 
in its county surveyors. They have no duties, no offices, 
and no salaries except in Wayne county, seat of Detroit, 
where the surveyor receives $10.00 a week for services un- 
specified. But these offices were necessary when the state 
was young; hence the constitution ordains them and the 
taxpayers must go to the expense of electing and installing 
them accordingly. 

es 

New York, like many other states, regularly elects its 
county sheriffs. They are lucrative offices, the sheriff's fees 
outside New York City sometimes amounting to more 
than $30,000 in a single year. The fee system was fixed 
when the sheriff’s office, while not requiring full time, was 
indispensable for maintaining the peace and for serving legal 
papers. But in these days of organized crime the whole 
world knows that any protection the county sheriff’s office 
could offer would be derisory. Instead, the state main- 
tains a modern police organization with automobiles, air- 
planes, radio, machine guns, gas and tear bombs, directed 
from a central station with district offices scattered ac- 
cording to population needs. In addition all larger com- 
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munities have their own police, with their own minor 
courts and corps of process servers. With a few exceptions 
that legitimately could be taken care of in other offices, legal 
papers generally are served by the litigants. Nevertheless, 
New Yorkers continue to elect county sheriffs and pay 
fancy figures for the unnecessary privilege of clearing 
papers through their offices. The state constitution re- 


quires it. 
& 


Mississippi has been studying the work of its county 
officials with a view to reducing governmental expenses by 
consolidating counties, thus abolishing duplicate sets of 
office holders. One instance was found in which the com- 
bined expense of four small counties was four times the 
budget of an adjacent county having a population and valu- 
ation equal to that of the four. County boundaries were 
laid down in the days when traveling time was measured by 
stage coach and horseback speed over rought, neglected 
roads. Telephones, automobiles and concrete highways have 
changed all this for years, but four sets of county officials 
continue to do the work of one, while the taxpayers foot 
the bills. New Mexico and Colorado tax organizations are 
fighting similar conditions. Scattered counties still main- 
tain two county seats with duplicate court houses, jails 
and officials because fifty years or more ago towns now 
within forty minutes’ easy ride of each other, were a day’s 
arduous journey apart. 

A volume could be filled with such instances, covering 
every state and most of the counties in the union. They 
involve not only the elective offices and commissions, but 
millions of dollars in fees and expense accounts for services 
which have not been performed, but which are legally col- 
lectible in accordance with ancient laws. We have com- 
munities whose political boundaries have no bearing on 
their actual areas; jobs without offices and offices without 
jobs; tax levies for purposes that have ceased to exist, in- 
efficiently diverted for necessities for which there is no 
legal provision. 

The reverse side of the picture is equally incongruous. 
Modern government is complicated. Even the worst ad- 
ministered units must utilize men with technical training 
in highway and sanitary engineering, library and play- 
ground administration, and in certain highly specialized 
school branches, to name only a few instances. These are 
the men on whom the public must rely for any actual 
service. Yet our towns and counties were organized be- 
fore the body of knowledge even existed on which such 
services rest. There is no constitutional provision for such 
officials; their status is consequently uncertain and subject 
to change without notice. 


An organization, a typical makeshift, is the “special dis- 
trict” scheme. It often happens, sometimes for a park or 
drainage system, that a local government is unable legally 
to issue bonds or otherwise set up the machinery for ad- 
ministering some absolutely necessary function. So an 
obliging legislature sets up a special administrative district 
which has the same corporate limits but is not legally 
identical with the government it is to serve. Then the same 
citizens are taxed to support the special district and the 
local government simultaneously. There are times when 
such a maneuver is not a subterfuge, but is valuable; but 
for every case of its legitimate use there are a score of 
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examples of its misuse. What with sanitary districts, park 
districts, school districts and various other tax districts, 
citizens of Chicago in 1930 were reported to be supporting 
over 900 separate governmental units! 


New York State supports 2,400 such improvement dis- 
tricts, besides 9,400 rural districts, fifty-nine cities and 529 
villages as separate units inside its fifty-seven counties. The 
state contains about 15,000 local elective officials with con- 
stitutional status, not including the state legislature and 
state administration with its vast civil service personnel, the 
local school boards, the state militia organizations and 
11,000 tax collectors—an average density of about twelve 
tax collectors per town. The actual number of public offi- 
cials is of course greater in New York than in other states 
but the per capita number is not materially greater. A 
recent report by D. C. Shilling of Western State Teachers 
College, Kalamazoo, showed that Michigan in 1934 has 
eighty-three counties and 1,268 townships, each of which 
is required by the constitution and statutes to maintain a 
practically uniform governmental organization, regardless 
of population and taxable wealth. This means that the 
1,728 taxpayers in rural Oscoda county must maintain 
the same town and county officers as the 1,888,946 tax- 
payers in metropolitan Wayne county! 

To consider the other end of the nation, Los Angeles 
county, California, according to the California State 
Chamber of Commerce, maintained in 1930: 

160 school districts 

294 acquisition districts (and improvement districts) 

3 cemetery districts 

11 drainage districts 

1 flood control district 

1 county library district 

65 lighting districts 

32 lighting maintenance, mosquito abatement and park 
recreation districts 

91 road districts 

5 sanitation districts 

3 county water districts 

28 fire protection districts 

1 metropolitan water district 

8 waterworks districts 

982 county improvement districts 

38 opening and widening districts 

5 special city and county improvement districts 

4 districts organized under the Act of 1915. 

Including villages and incorporated town and cities, the 
county has “. . . between 1800 and 1900 different gov- 
ernmental units for which taxes or assessments are levied.” 
This county is now undergoing a complete modernization. 


With such conditions, entrenched behind formidable 
local political machines, and further safeguarded by so 
many decades of public indifference that they have become 
traditional, it is small wonder that so many of the first 
efforts of the hastily organized tax associations do far 
more to abolish the value received for their taxes than to 
lower the taxes themselves. To begin with they are, in 
one sense, amateurs trying to deprive professionals of their 
livelihood. The political organizations have no wish to 
have their patronage to contracts, perquisites and office 
sinecures disturbed, and they have made a profession of 
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seeing that they are not disturbed. Clever party leaders 
can make economy a greater burden to the voters than 
high taxes, and this has been done on a nation-wide scale. 
The favorite method has been to cut down on the tax- 
supported welfare activities. This is adroitly done. Poli- 
ticians know that these functions are costly, and that their 
community value is indirect; also that the trained workers 
in charge of them are generally not so subject to political 
influence. On the other hand they are apt to be the pet 
civic interests of the Women’s Clubs, the Rotary Clubs, 
the clergy and others who consider themselves the social 
and ethical leaders of the community. By attacking such 
services in the name of economy, the politician kills many 
birds with one stone. He apparently falls in with the 
tax association’s plans. At the same time he is abolishing 
the jobs that are more or less of a nuisance to him any- 
way, while he is setting the influential social elements of 
the community at loggerheads with the tax reductionists. 
While these warring elements are fighting it out among 
themselves, he can reorganize the government along his 
own lines, all in the name of efficiency and economy. Such 
“reform” generally has the backing of a large unthinking 
population who want taxes slashed and are indifferent to 
methods so long as paper results can be shown. 


By 1933 the results of two years of this sort of economy 
showed themselves in some very startling national figures. 
As compared with 1929, library service both in books and 
personnel was reduced nearly 43 per cent in the face of 
the greatest demand for library services this country has 
ever known. Park and playground extension practically 
ceased and maintenance was reduced by 65 per cent—a 
point so low that park authorities now claim that it will 
take many years of extra expense to redeem the parks from 
the consequences of neglect. Fire and police appropriations 
fell off approximately 27 per cent. Capital expenditures 
for schools were reduced by 57 per cent. School main- 
tenance was cut by percentages ranging from 2 to 29 
per cent in different states. These figures tell-their own 
story. It is evident on all sides that the technical, non- 
political additions to our local governments have been the 
real sufferers, while the governmental skeletons of our 
grandfathers, with their supervisors, surveyors, coroners, 
overseers and other outmoded paraphernalia, rest snugly 
in their closets undisturbed. 

A reaction has now come which, characteristically, the 
politicians did not foresee. Reform waves always have been 
as short lived as they are common. A Tammany patriot 
recently remarked “Reform waves are like bees. They 
sting you once and then die.” This has so long been an 
axiom in American politics that very few organization 
leaders know what to do if the reform spirit persists—as 
witness Cincinnati—and in this case reform not only per- 
sisted but stung harder. Many of the leaders of the tax 
uprising are business men who give little or no attention to 
politics, but who have taken as a matter of course their 
years of ceaseless battling against competition, much of 
it as unscrupulous as the opposition they are now en- 
countering. Such men do not rest after a temporary vic- 
tory, or accept defeat as final. The tax reduction effort 
is stronger than ever in America today, but its basis has 
changed. Finding that their demands for decent economy 
were obstructed by their own laws, the tax associations 
assailed the laws. This brought them in contact with their 
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state legislatures, where it was forced home to them how 


completely taxes are inevitable to government. They be- 
gan searching for help in dealing with their problem along 
lines of general governmental reorganization. 


This brought into the picture a number of nationally 
organized institutions for the scientific promotion of good 
government, many of which had been laboring patiently 
for years and awaiting just such an opportunity for public 
support as this. In 1932, when the disruption through tax 
slashing was at its height, representatives of twenty na- 
tional civic organizations met in Washington at the in- 
stance of the United States Department of Education, to 
consider methods of saving the essential community serv- 
ices from over-zealous economy. ‘The conference issued 
a general call to the civic organizations of all communities 
to organize ‘Citizens’ Councils” composed of representa- 
tives of each civic group. These councils were to protect 
the various interests for which its members stood, in the 
local attempts at economy. The National Municipal 
League was entrusted with the nation-wide promotion of 
the Citizens’ Councils. Its efforts, reinforced by inde- 
pendent movements all over the country, have resulted in 
the formation of about 200 such groups, with several hun- 
dred older civic organizations, among them many taxpayers 
associations, adopting the Citizens’ Council idea and func- 
tioning as such in their own communities. At present 
most of the national bodies promoting the cause of scien- 
tific government in America are supplying information and 
aid to the progressive local tax associations, state and city 
bureaus of municipal research and similar citizen groups 
that are trying to bring about reorganization. They have 
been able to turn what otherwise would have been sporadic 
outbursts of civic ill temper into carefully planned cam- 
paigns with definite objectives. 

The chief objective today is county reorganization. This 
is natural when the position of county government in 
America is considered. What it involves can be illustrated 
by the struggle in the New York legislature which has 
just adjourned. In his annual message last January Gov- 
ernor Lehman urged the necessity of legislation which 
would permit New York State counties to reorganize on 
their own initiative. He recommended (1) reorganiza- 
tion of county and town governments, (2) revision of city 
charters, (3) special revision of the New York City char- 
ter. During the session eleven bills were introduced by 
the two major parties in accordance with his message. 
Boiled down they offered modernization of the county 
structure on five alternative lines: County President, 
County Executive, County Manager, County Commission 
and County Board. The effect of any of these would have 
been to simplify county government, abolish useless offices 
and concentrate responsibility on a few officials with specific 
functions. ‘The idea was to submit various forms for a 
new government to county referendums, so that the voters 
could make their choice, or could retain the present cum- 
bersome supervisor system if they preferred. 

Besides these bills the legislature had under consideration 
eight constitutional amendments and four important gen- 
eral bills providing for improvement in county government, 
most of them on the basis of Home Rule. The Mastick 
Commission, appointed at a previous session, had already 
made an exhaustive study of the subject and its recom- 
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mendations were embodied in two bills introduced by 
Senator Desmond. Nevertheless the legislature wrangled 
over the subject for four months, in the face of increasing 
irritation throughout the state, each party striving to 
throw the onus of inaction on the other. Finally the Fear- 
on Bill was passed, empowering any county outside New 
York City to adopt a new charter by popular vote, which 
provided reorganization within rigid limits. Meanwhile 
the Mastick Commission is empowered to restudy the 
whole matter and report in 1935. This settled the matter 
to the satisfaction of the politicians, but not to the people. 
Bitter resentment over the legislature’s inaction was re- 
flected, not only among the taxpayers and civic associations 
but among the county newspapers of both parties. Then 
the legislature tried to dispose of New York City’s need 
for charter revision by appointing a charter commission to 
report at some unspecified future date. This was going 
too far, and the governor has retaliated by calling a special 
summer session of the legislature to take up the subject of 
charter revision that it evaded in May. Upstate reorgan- 
ization enthusiasts have taken this opportunity to agitate 
for a reopening of the whole question of county reform 
at this special session also, to the disgust of legislators who 
would have preferred spending the summer whitewashing 
their political fences. 
& 

Harried local statesmen are facing the same trouble all 
over the Union. At the end of the sessions just closed 
legislative commissions were studying county reorganiza- 
tion in Connecticut, Colorado, New York, Massachusetts 
and Tennessee, while official bodies were studying the same 
subject in Alabama, Maryland and New Jersey. County 
consolidation on a state-wide basis was up for consideration 
in twenty-five states. In twelve states introduction of the 
manager plan of county government was agitated. These 
might be classed as major efforts, backed by determined 
groups of citizens who are prepared to continue the fight 
for reorganization until it is won. In practically all 
of the state legislatures, one or more bills on the subject 
were introduced. 

In a general way county reorganization is being agitated 
along seven specific lines. The attempt is to relocate town 
and county boundaries in accordance with present day 
transportation and industrial needs; to consolidate counties 
and townships whose historic need for independence is out- 
worn; to turn over outmoded institutions to state control ; 
to reduce the number of public officials and increase their 





responsibility ; to provide for necessary social services that 
always have been extra-official; finally, to make sweeping 
internal changes in methods of government. 

The opposition of old-line politics is still overwhelming, 
but this cannot last long. In the face of the mounting 
public sentiment that is forcing the issue into the legisla- 
tures, the state political parties are beginning to yield. In 
Alabama, for instance, one candidate for governor an- 
nounces a platform with county reorganization as a major 
issue. In Mississippi several legislative candidates are run- 
ning on the same issue. In Tennessee a legislative com- 
mittee has been appointed to report on a plan for county 
reorganization at next winter’s session. Several states, 
Maryland, New Jersey, Wisconsin, Massachusetts, among 
them, have appointed state planning commissions to work 
out reorganization methods. Throughout the country hun- 
dreds of county and regional planning boards are working 
to the same end. Some substantial results are already 
showing. Virginia has altered her constitution to make the 
county manager plan optional for any county, and four 
counties already have taken advantage of the option while 
several others are considering the change. ‘Texas, Ohio, 
Minnesota and California have adopted sweeping consti- 
tutional changes which will permit any of their counties to 
adopt by referendum one of several advanced forms of 
local government. Changes toward efficiency in personnel 
and in methods of county government are making headway. 
For the first time in the history of scores of counties, ade- 
quate accounting systems are being installed, departments 
are being budgeted, civil service is being urged as far as 
state laws will permit and the principle of technical men 
for technical jobs is becoming commonplace. By various 
means, authority in overlapping departments is being 
concentrated on one set of officials who are being made to 
live up to their responsibilities, without waiting for the 
legislative action which would make such improvements 
simpler. 

In all these changes the school systems have their part. 
State control of the schools is being emphasized, the ex- 
treme example being North Carolina, where the entire 
responsibility for education as well as for highway main- 
tenance has been taken from the counties and centralized 
in the state. The same tendency is manifest in many other 
states. In many places county almshouses, hospitals and 
reformatories are being transferred voluntarily to state 
supervision, thereby removing some of the worst cesspools 
of local politics. 
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EDITORIAL 








Summer Quiet 


B Y Executive Order, summer quiet reigns along the 
hot and stifling banks of the Potomac. In closing 
a crowded desk at the end of a difficult fiscal year, which 
found the national debt at a record high, a high which is 
completely illustrative of the New Deal program of buy- 
ing nothing for a considerable something and thereby 
promising to cure all our ills by exchanging new debts for 
old, the President did not forget to express the hope that 
everyone who had been engaged in the arduous task of 
wrecking a Jeffersonian democracy, and who possibly could, 
would take a nice long vacation. To our Mr. Ickes’s good- 
natured annoyance, a large portion of his division (a divi- 
sion 4,000 strong) in the Babylonian army of New Deal 
Bureaucrats was subsequently caught by their annoyed 
department chief resting at their desks, silently and stoically 
carrying out the orders of their President. This shocked 
the Secretary of the Interior no end, and he delivered a 
friendly little lecture which made it clear that the sug- 
gested vacation mentioned was intended for the thinkers 
and administrators only—a rest, he forgot to explain, which 
the country greatly needs. 

But the nature of the situation, which likewise had no 
regard for the Executive Order, also required that there 
could be no rest for many of those implicitly and gratui- 
tously included in that order. This rises out of the un- 
foreseen circumstances that at the present moment so- 
called liberal thought, on the score of consistency alone, 
finds itself, as never before, fallen upon evil days. And the 
natural consequence was that there could be no vacation 
for, nor any attendant quiet from, our Mr. Tugwell, who 
found it necessary to sally forth in the heat of the season 
to sell the last remaining undropped New Deal major ex- 
periment—the AAA—to the troubled and drought stricken 
farmer. The farmers learned what the host of Mr. Tug- 
well’s friends and admirers in the fortunate East had known 
tor a long time, namely that he was a distinguished look- 
ing (as greying hair makes so many of us distinguished 
appearing) quiet spoken worker and that AAA remains 
what it always has been—the quintessence of the unwork- 
ableness of the New Deal theories. 

It is certainly to be regretted that the Executive Order 
for summer quiet could not have been possessed of slightly 
more King Canute power, so that the inevitable conse- 
quences of the impractical planning of the New Deal could 
have been postponed beyond the summer solstice and the 
quiet over the Potomac could have been recorded as a na- 
tion-wide phenomenon, at least until the Houston returned. 
To this beneficence we were not heir. The havoc of oppor- 
tunistic planning is obviously beyond Executive control. 
The New Deal defenders and apologists have been in con- 
siderable haste to explain that the late spring and full 
summer epidemic of labor strife is merely the inevitable 
symptom of recovery. The apology, based as it is in state- 
ment upon historic precedent, covers neither the degree of 
violence nor the extent of our present uncalled for and un- 
necessary labor difficulties. The general strike in San 
Francisco cannot be explained on any ground other than 
that of proof of the unfulfilled and unfillable promises 
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made politically and opportunistically by the Democratic 
Administration to the labor barons in that decidedly un- 
playable note 7-a, in the dying NRA tune. 

So in the second summer of the New Deal we are 
reaping the inevitable whirlwind. In the hour of our bitter 
reward we cannot but wonder how many more seeds, which 
in due season will put forth the same kind of fruit, have 
been planted in the New Deal legislation. 

Some of these are apparent, but many are deeply planted 
and hidden. When the Administration gratuitously took 
over the nation and decided to run the entire country 
from Washington, it was overlooked that such a task 
would require services and ability not readily available to 
the government, at least not for an indefinite period of 
time. The personnel problem of the New Deal is even 
now beginning to achieve the proportions of a major crisis. 

It is noteworthy that as this new fissure appears in what 
was intended to be a Utopia by Legislation that a move- 
ment begins which seeks to prove that the Brain Trust as 
a planning power is a myth, that its members so-called 
contributed nothing to the organization of the program 
and that the Democratic scheme for our economic salva- 
tion was in toto a pre-convention idea of Mr. Roosevelt’s. 

The record obviously should be made straight on that 
point. But in such details it should not be subject to 
constant, politically expedient change. If this is to be 
permitted, conceivably there might come a time when in 
the interests of that expediency it would be advantageous 
to expunge from the record all reference to 2 New Deal. 

The record as it now stands then is that the pre-conven- 
tion idea of Mr. Roosevelt’s takes both its name and its 
underlying theory from the writings of Stuart Chase; and 
that underlying theory, expanded for the purposes of popu- 
lar appeal, is that we exist in a total, surplus economy. 

Taxpayers money has been well spent then to prove the 
complete fallacy of this over-worked thought. ‘The first 
report to be made public of the National Survey of Po- 
tential Product Capacity (NSPPC) which appears in this 
issue of NEw OuTook under the signature of Robert R. 
Doane, the director of the survey, proves that in only two 
categories (and cotton is not one of them) of our agri- 
cultural establishment have we the means to produce to a 
minimum consumption requirement of the total population. 
In this economic-measured sense we have no surplus in 
milk, no surplus in fats (including bacon) none in citrous 
fruits, none in meats, none in eggs. We have a critical 
deficiency in housing and are without the technological 
facilities to meet this need at a rate which decency demands. 

These and similar startling findings of the NSPPC 
cannot fail to be of vital interest to all Americans who 
have been deluded into a state of despair over the un- 
believable predicament of want in the midst of plenty. 
“Tt becomes apparent,” writes Mr. Doane in the report of 
the survey which he has made for NEw OurTook, “that 
the only ‘abundance’ in the American economy today, as 
well as in 1929, is one of work yet to be done.” When 
that thought dawns in Washington, “summer quiet”’ will be 
over there too.—F. W. 
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Economic War Reports 


American Front 
IT HAS BEEN POINTED OUT frequently 
by economists who had studied post-war 
tendencies in world trade that cur- 
rency depreciation was of doubtful effi- 
cacy as a means of permanently increas- 
ing exports. In the post-war era cur- 
rency depreciation was countered by 
higher tariffs in other nations, and thus 
soon lost its force. Since the De- 
pression, however, an even more ef- 
fective means has been found of meet- 
ing this form of export subsidy, namely, 
the quota system. France was the pion- 
eer in the field, embarking on the policy 
in 1931 and enlarging the area of 
quota restrictions during the next three 
years until more than 1,100 items 
were included. Germany has carried 
the policy even further, however, in 
an effort to protect her rapidly dwind- 
ling gold stocks. The net effect of 
these devices is to be seen in recent 
trade figures of the United Kingdom 
and the United States. British exports 
have risen within the last few months, 
but the rise has not been at the ex- 
pense of the gold countries, but with 
those countries belonging to the ster- 
ling area. In other words, the artifi- 
cial stimulus of depreciation has worn 
off. Similarly, after a heavy temporary 
expansion of exports the United States 
has found it more and more difficult 
to benefit from currency depreciation. 
Exports in May, which should have 
held within 1 per cent of April, fell 
11 per cent, and imports, which should 
have declined 5 per cent, were up 6 
per cent. It is now reported from 
Washington that the next step will be 
a drive to employ the tariff bargain- 
ing powers placed in the hands of the 
President by the last Congress. The 
broad plan, it is said, calls for the ad- 
mission to the United States of $200,- 
000,000 more foreign goods than the 
country now takes. This may not be 
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as easy as it appears. The experience of 
the Roosevelt Administration in seek- 
ing tariff favors through admitting 
liquor has indicated one thing clearly, 
namely, that foreign countries are not 
going to be satisfied with empty con- 
cessions, such as the expansion of our 
consumption of non-competitive goods. 


* 
British Front 


GREAT BRITAIN is growing more anxious 
about its export trade, and well it may, 
judging by the foreign trade results for 
June. The trade deficit was larger 
than in the previous month and in the 
same month a year before; it amounted 
to £24,740,000, against £24,181,000 in 
May and £20,013,000 in June, 1933. 
Imports rose in the year £7,400,000, 
compared with an export increase of 
only £3,700,000, and re-exports were 
£950,000 lower. Some British inter- 
ests are taking alarm at the worsening 
of the foreign trade deficit, while 
others, such as the Midland Bank, 
have been trying to explain it away. 
The increased imports are said to be 
due to the trade recovery at home and 
represent, anyhow, Britain’s contribu- 
tion to business improvement in coun- 
tries producing primary products. Be- 
fore the gold standard was abandoned 
in 1931 the large surplus of imports 
was not viewed in this favorable light 
at all. Nevertheless, unemployment has 
increased in Britain for the first time 
since January, owing chiefly to the 
sharp decline in coal output. The wool 
trade is badly depressed, owing to a de- 
cline in purchases by the gold bloc 
countries, such as Belgium, France and 
Italy, where trade is bad, and by Ger- 
many, where it is worse. Britain has 
recently been trying to push its export 
trade by means of the trade agreement 
device, of which it is so fond. British 


export manufacturers have just ob- 
tained some concessions from Canada, 
New Zealand, Esthonia and Lithu- 
ania, but these advantages may be more 
than counter-balanced by the difficulty 
in trading with Germany. 

S 


Japanese Sector 

Japan furnishes another example of 
the fact that currency depreciation is 
not the specific for all trade ills. The 
Japanese steel manufacturers may think 
that it is wholly good, for they have 
come in the last year to exporting steel 
for the first time in any quantity. Ex- 
ports last year were around 250,000 
tons, but comparisons with previous 
years are not possible because exports 
of steel were so trivial that nobody 
bothered to keep track of the figures. 
But even Japan, with its 64 per cent 
depreciated yen and its low wage scales, 
is finding its match in Manchukuo, 
whence imports are now beginning to 
come in greater volume. While Man- 
chukuoan imports from Japan _in- 
creased 93 per cent last year and ex- 
ports to Japan decreased by about 12 
per cent, by now Manchukuo has be- 
gun to give a better account of itself, 
thanks to the development of its in- 
dustry which has come about under 
Japanese tutelage. Manchukuo is now 
better placed to compete with Japan 
in iron and steel, soya bean production, 
breweries and flour milling. Much to 
the discomfiture of Japan, Manchu- 
kuoan interests are talking of establish- 
ing a cotton and wool textile industry. 
In spite of the devaluation of the dol- 
lar, Indian cotton has a price advantage 
over American cotton in Japan, with 
the consequence that Japan is now im- 
porting two and a half times as much 
cotton from India as from this country. 
This is one reason why various-groups 
in the United States have been cam- 
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paigning for another reduction in the 
gold content of the dollar. 
6 
Brazilian Front 

SPONSORS OF THE PROGRAM of surplus 
reduction by destruction in this coun- 
try will doubtless get a meed of satis- 
faction from what has been happening 
in Brazil during the last four years. 
For Brazil is already claiming success 
for its coffee-burning policy. Brazil 
started to tackle the problem of its 
coffee surplus in April, 1930, with the 
proceeds of the $97,000,000 loan to 
Sao Paulo. It bought up 479,000 bags 
of low grade coffee in 1930, 8,376,000 
the next year, 9,949,000 the following 
year, and during the first 11 months of 
the current season 10,114,000. In con- 
sequence, world stocks of coffee are 
down from 64,286,000 bags to 51,723,- 
000. Brazil sees complete victory in 
sight in a year or two. Whether there 
is any lesson in this for the United 
States, however, is a question. Brazil 
has profited from a steadily rising de- 
mand for coffee, and from the fact that 
she has a partial monopoly on the 
world’s supply. 


Russian Front 
WHILE THE REST OF THE WORLD 
weighs the respective merits of defla- 
tion and devaluation as a trade reviver, 
Soviet Russia has done a little bit bet- 
ter by itself with a policy that may be 
said to combine both devices. The ruble 
is of an indeterminate value, altered to 
suit the occasion, and the price of 
Soviet exports is usually fixed at what- 
ever figure is necessary to move the 
goods. The success which the Soviet 
is having with these tactics is shown in 
its trade results for the first quarter. 
In that period the Soviet Union had an 
export balance of 35,113,000 gold 
rubles, as against an export surplus of 
17,655,000 gold rubles in the corre- 
sponding period a year ago. Exports 
in the quarter were 84,595,000 rubles 
and imports 49,400,000. Of the ten 
major markets for Soviet goods, only 
Persia had a favorable balance in its 
Soviet trade. The largest export bal- 
ance was with Germany, totaling 
6,173,000 rubles, followed by one of 
4,947,000 with Great Britain and 
3,801,000 with France. The chief ex- 
port was petroleum and its products, 
amounting to 15,187,000 rubles in the 
quarter, and the leading import, as 
might be suspected, was boilers and 
machines, totaling 9,339,000 rubles. It 
is worthy of note that the Soviet 


AUGUST, 1934 


Union, whose trade balance with the 
United States formerly was heavily ad- 
verse, now is selling more to this coun- 
try, by a tiny margin, than it buys. 
Soviet purchases in this country are less 
than a tenth of what they used to be. 
Though it has been several months 
since the United States recognized the 
Soviet, trade between the two nations 
has not shown any increase. 


% 
Dutch Sector 


THE DIFFICULTIES inherent in a de- 
flationary policy have lately been exem- 
plified in Holland, one of the stanch- 
est members of the gold bloc. When 
the government moved to put its de- 
flationary measures into effect and cut 
pensions, a major demonstration of 
protest was staged, violence developed 
and troops and tanks had to be sum- 
moned. Several deaths resulted from 
the use of force in suppressing the riots. 
That is the problem the deflationists 
face; but if they are resolute and un- 
swerving enough to carry the policy 
through to its logical end they may in 
truth be able to restore the nation’s 
trade without resorting to devaluation. 
It is important that Crena de Iongh, 
new president of the Netherlands Trad- 
ing Society, the largest trading and 
banking company in the country, has 
lined himself up on the side of the defla- 
tionists, along with L. J. A. Trip, presi- 
dent of the Netherlands Bank, the 
country’s bank of issue, and the Dutch 
Premier and Minister for the Colonies, 
Dr. H. Colijn. Mr. Trip believes that 
the commercial banks are liquid enough 
and the central bank well enough for- 
tified with gold to allow the deflation- 
ary measures to be adopted without 
fear of a financial upheaval. For his 
part, Dr. Colijn has succeeded in trim- 
ming the Dutch Indian budget by 250,- 
000,000 to 300,000,000 florins in two 
years. Like France, Holland must de- 
cide without delay between deflation 
and devaluation for her trade’s sake. 


French Front 
THE POLICY OF DEVALUATION is enter- 
ing more respectable company in 
France. The most important currency 
news in months, it may be, is that 
former Finance Minister Paul Rey- 
naud, discussing fiscal reform in the 
Chamber of Deputies, made what 
amounted to a suggestion that the franc 
be devaluated overnight as the best 
escape from the dilemma France finds 
itself in today. Of course, the 


Doumergue government brushed M. 
Reynaud’s suggestion aside, but the de- 
valuationists had gained an important 
advocate. The only alternative was to 
cut prices, M. Reynaud declared, which 
the government was loath to do, even 
though it had appointed committees for 
that purpose. One accomplishment of 
the price-reduction movement is the 
suppression of the luxury and turnover 
taxes, which should aid the stagnant 
tourist trade a bit. While France re- 
duced its trade deficit in the first five 
months to 3,300,000,000 francs from 
10,000,000,000 francs a years ago, it 
did so in great part at the cost of the 
standard of living. The jobless prob- 
lem is still acute, with the unemployed 
around the 311,000 mark, an increase 
of 59,000 in the year. The number of 
persons on the dole in the Paris region 
alone is 20,000 higher in the year, and 
department store sales are down from 
10 to 20 per cent. Devaluation of the 
franc, in the light of these conditions, 
is by no means a dead issue, however 
much more advantageous it may be 
theoretically to reduce prices instead of 
the gold value of the franc. 


German Front 

IN NAZI GERMANY there has been a 
still more visible connection established 
between debt service and trade. When 
Dr. Schacht announced that he was 
suspending service on the Dawes and 
Young loans (along with all other 
medium and long term German debts), 
he was setting up a base from which 
he could retreat strategically. It is 
significant that he has relented in this 
moratorium only in the case of those 
countries which buy more from than 
they sell to Germany. First, Britain 
virtually forced the Reich to resume 
service on the debts by threatening to 
impound the payments due on German 
imports; and then Holland persuaded 
the German authorities to retract their 
moratorium decree on the Dawes and 
Young issues, and finally France 
reached an advanced stage in the nego- 
tiations for similar treatment. To the 
United States, though, Germany has 
turned the cold shoulder, hoping to 
win from this country some trade con- 
cessions in return for the restoration 
of service. Meanwhile, Germany has 
cut her purchases more than half from 
the United States, partly in answer to 
the American boycott against German 
goods, partly through lack of the 
means of payment for exports. 
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Uncle Sam, Peddler of Electric Gadgets 


In the inevitable growth of our alphabet 

bureaucracy, EHFA is the natural conse- 

quence of TVA. The writer explains how 

the EHFA has made a door-to-door ped- 

dler of electric gadgets out of Uncle 

Sam and some of the fallacies of his sales 
campaign. 


I: was during the World War that Uncle Sam hastily 
built Wilson Dam across the Tennessee River at 
Muscle Shoals, Alabama. With it he built two plants for 
the fixation of atmospheric nitrogen to be used in the pro- 
duction of explosives. When the war ended he was left 
with a dam on his hands that had little use in peace time, 
and with two nitrate plants, one of which never did work. 
The other was soon obsolete. 

Generating capacity in southeastern United States was 
already far in excess of demand. Muscle Shoals became a 
white elephant on the government’s hands. It could not 
be sold except for ridiculously low prices; the utilities 
operating in that section were willing to lease it if the cost 
would be low enough to make production cheaper than 
in their own plants. Chemical companies could use the 
power in their industry, but their bids were absurdly low. 
Henry Ford wanted to buy it to produce aluminum, but 
made satisfactory arrangements for the purchase of this 
commodity elsewhere and withdrew his offer. 

For many long years Senator George Norris waged a 
lone battle for government operation of Muscle Shoals. 
He succeeded in preventing the sale or lease of the dam, 
and frequently got legislation for government operation 
through Congress, only to have his bills vetoed. It seemed 
hopeless, but Norris was a persistent fighter. With the 
advent of the New Deal he achieved a strange victory: 
Congress passed the Tennessee Valley Act, setting up the 
Tennessee Valley Authority. 

The TVA is far more than a government-owned and 
-operated utility company. It is authorized to produce and 
sell electricity, develop and 
sell fertilizer, and carry on 
a regional experiment in 
planned social economy, us- 
ing the natives like guinea 
pigs in the sociological ex- 
periments of the professors 
in charge. 

The three directors of 
the TVA are accountable 
directly to the President. 
Chairman A. E. Morgan 
was president of Antioch 
College, Director H. A. 
Morgan was president of 
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By Ted Leitzell 


the University of Tennessee, Director David E. Lilienthal, 
in charge of the electric program, is a brilliant young at- 
torney who is the White Hope of the liberals and currently 
the béte noire of the Power Trust. 

Back in the days when he edited the “Public Utilities 
and Carriers Service’ for Chicago’s Commerce Clearing 
House, Dave Lilienthal was not quite so concerned about 
government operation of utilities. He had always paid lip 
service to liberalism, but the legal service he edited was 
a high priced one. Most of the customers were horrid 
members of the Power Trust or big, bad attorneys who 
taught the “power boys” how to mulct the public. They 
were forced to subscribe to Dave’s service because it gave 
them up-to-date digests of legislation and court decisions 
affecting their operations; they couldn’t do the things they 
have been so heartily damned for doing without accurate 
information on just how far they dared go. 


When the crash came in 1929 Lilienthal’s liberal tenden- 
cies became more pronounced, and it was not long before 
he was a member of LaFollette’s Railroad Commission, 
regulating the activities of Wisconsin’s Utilities. He was 
not chairman of the Commission, but it took him only a 
few months to dominate it. Here he fought and won a 
battle with the Wisconsin Bell Telephone Company, his 
first big victory over the “vested interests.” He had be- 
come Galahad, and, incidentally, front page news, which 
put him on the way to bigger and better things. 

In the primaries of 1932 indignant Wisconsin voters 
threw LaFollette into the discard, but Lilienthal was al- 
ready established. He soon had his job as power director 
of the TVA. 

Lilienthal has a beautiful theory about power. He be- 
lieves that rates are too high everywhere, and that they 
thereby discourage the use of electricity. He recognizes 
the fact that fixed charges for plant and equipment are 
unavoidable, and believes that the only way to make them 
relatively unimportant in the consumer’s bill is to increase 
consumption many times over. He further believes that 
drastic rate reductions will increase consumption more than 
enough to make up for lost revenue, and he has the evi- 
dence on his side. 

Mr. Lilienthal also believes that there is at present a 
stalemate in the electrical business; utility companies won’t 
cut rates until consumption increases, consumption won’t 
increase until the public uses more household appliances, 
the public won’t use more appliances until they are cut in 
cost and until rates are reduced, appliance manufacturers 
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% won't cut their prices until 
they get greater volume, 
which they cannot do until 
rates are lowered, etc. To 
correct this situation in the 
Tennessee Valley he has 
organized the Electric 
Home and Farm Authority 
subsidiary to the TVA, 
with the avowed purpose of 
increasing appliance sales 
and thereby providing a 
market for TVA power. In 
so doing he has imperiled 
his now brilliant reputa- 
tion, for he has wandered from the fields of law and utili- 
ties, which he knows, to the field of merchandising, which 
he obviously does not know. 
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The Electric Home and Farm Authority is a Delaware 
Corporation, entirely owned by the government, and ofh- 
cered by the TVA directors. Lilienthal is president. It 
has a capital of $1,000,000 supplied by the NIRA, and 
credit of $10,000,000 with the RFC. Its powers are very 
broad, including, to quote from its charter: 

“To aid in the distribution of electrical appliances and 
equipment by financing the purchase thereof through the 
lending and advancing of money, extending of credit and 
guaranteeing of obligation of individuals, firms, corpora- 
tions, and others upon the security of mortgages . . . and 
in general to carry on in connection with such financing 
a chattel mortgage-loan business. 

“To manufacture, buy, sell, deal in, and to engage in, 
conduct and carry on the business of manufacturing, buy: 
ing, selling and dealing in electrical appliances and equip- 
ment and in goods, wares and merchandise of every class 
and description necessary and useful for the operation of 
the corporation.” 

After announcing very low retail rates for electricity, 
and signing contracts with Commonwealth and Southern 
subsidiaries which involved a stand-off agreement, exchange 
of power, moderate rate reductions by the C & S com- 
panies, and the purchase of some of their rural transmis- 
sion lines by the TVA, Lilienthal next started negotiations 
with appliance manufacturers. His object was to secure 
low priced appliances of good quality which would be sold 
through regular dealer and utility distributing organiza- 
tions, and financed over a three or four year term by the 
EHFA. He stated that the low rates and low priced ap- 
pliances would extend the blessings of electricity to almost 
everyone, and would consume much of the power to be 
produced by the new dams projected or under construc- 
tion. : 

® 

A bulletin issued by the TVA on February 3, 1934, says 
the plan is expected to work about as follows: 

“Mrs. Jones will go to an existing dealer in electrical 
appliances in her home town and select a model of one of 
four types of electric equipment—refrigerator, electric 
range, electric water heater, and a typical piece of farm 
equipment such as portable mtoor or water pump. She will 

sign appropriate papers and the dealer, after her credit 
has been passed upon, will transmit these papers to the 
Electric Home and Farm Authority, which will pay the 
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dealer in cash and the dealer’s responsibility except as to 
contingent credit losses, will be ended. Delivery will then 
be made to Mrs. Jones. 

“In order for the plan to be open to the dealer and to 
Mrs. Jones, it will be necessary that the local electric com- 
pany shall have submitted rates to the Electric Home and 
Farm Authority which meet that agency’s approval as be- 
ing low enough to make the use of such appliances feasible 
for people of small income. Each month the local electric 
company will add to Mrs. Jones’ bill for electric energy an 
item which in four years will amortize the total commit- 
ment for appliances together with interest. These collec- 
tions, the electric company will remit to the Electric Home 
and Farm Authority.” 

In actual operation the EHFA held close to its an- 
nouncement of February 3. One or two threats of gov- 
ernment manufacture were enough to bring the appliance 
manufacturers into line. By May 1, three companies were 
approved for refrigerators, seven for ranges, and eight for 
water heaters, with many more to come. Cities totaling 
nearly 200,000 in population had signed up for TVA 
power, although Knoxville, by far the largest, had to 
whip a defiant local company or build its own distributing 
system before it could use the power and quote TVA rates. 
Tupelo, Mississippi, a city of 6300 (1930 census), with 
899 electric meters in service in the spring of 1934, had 
already been connected, and was publicized throughout the 
land for the reductions it was making in consumer’s bills. 

A crew of canvassers were put on the job in Tupelo. 
Their salaries of $125 per month were paid by the EHFA; 
their job was to tell the public what nice appliances were 
for sale and how much fun it would be for Mrs. House- 
wife’s husband to buy them. A big demonstration was 
held, showing the appliances. Visitors wére high pressured 
about electricity, but no orders were taken. That was left 
to the dealer in his shop. Press releases made a great to 
do over the success of the demonstration, quoted dealers 
about the wonderful increase in business, but no concrete 
sales figures were ever published. There was a grudging 
admission that water heaters were new to the public and 
needed a “lot of selling.” 

The next step is for the same crew, and others like it, 
to start work in cooperation with the Georgia Power Co., 
Alabama Power Co., and the Tennessee Electric Power 
Co., all subsidiaries of Commonwealth & Southern. 


A sound sales program always starts with a careful an- 
alysis of the market. The marketing area is studied to 
determine the number of potential customers, the money 
they have to spend, the types of merchandise they will 
buy, the reasons back of their buying habits, the competi- 
tion to be faced, and the effect other aspects of the com- 
pany’s business will have on the sales campaign. Ap- 
parently, the EHFA studied none of these factors. At 
least, their program shows little recognition of the prob- 
lems before them. 

The Tennessee Valley itself has a population of about 
2,000,000 with 6,000,000 more in the sphere of influence 
of the TVA. Of these, approximately 40 per cent are col- 
ored, typical examples of impoverished southern Negroes. 
A large percentage of the remainder are poor white, almost 
as bad off economically as the Negro. There are few large 
cities; most of the population is rural. Industrial develop- 
ment is poor, and retail sales per capita average only about 
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50 per cent of the national figure. There are few electrified 
farms; in 1932 less than 3 per cent had electric service, 
although the national average was over 11 per cent, and 
the prosperous eastern and mid-west states north of the 
Mason and Dixon line had more than 20 per cent of their 


farms electrified. 
e 


The farms themselves are miserable places, and their 
occupants lead wretched lives. Average income for the 
boom year of 1929 was less than $1000 per farm, and this 
is by the U. S. Census which includes the value of products 
consumed by the farm operator’s family. Much of the land 
is almost worthless from erosion, over-grazing and lack of 
proper fertilization and/or crop rotation. Many of the 
homes are slovenly shacks, dirtier and less comfortable than 
an average cow barn of Wisconsin or IIlinois. 

The cities are little better. Like the rural sections they 
are backward, packed with illiterate Negroes and poor 
whites, and in general far below the standards of modern 
cities in other parts of the nation. The percentage of wired 
homes is far less than in northern cities, retail volume is 
lower, and cash incomes are smaller. Much of the in- 
dustry is dependent upon cotton and on the rural incomes 
from cotton; there is little indication that the AAA pro- 
gram is going to bring permanent prosperity to the cotton 
grower, and there is every indication that the textile in- 
dustry will suffer heavily in the future from foreign com- 
petition. 

In selecting its merchandise, the EHFA paid little at- 
tention to what the customer wants. ‘The principal ob- 
jectives seem to have been the amount of current an 
appliance would consume, and the value of the appliance 
to the consumer in the eyes of sociological professors. Con- 
sequently, radios were overlooked, for they consume little 
electricity and are frowned upon by great minds. Never- 
theless, they are more in demand than any other major ap- 
pliance, and contribute heavily to increased current con- 
sumption by their tendency to keep people up later in the 
evening. Amos & Andy are probably worth about a million 
kilowatt hours a week to the utilities of the nation. 

The No. 1 EHFA appliance is the electric refrigerator. 
It is their only bull’s eye; it is much in demand in the 
South and with low electric rates gives excellent refrigera- 
tion for a fraction of the cost of ice. Unfortunately, the 
choice of models was not so happy. Eighty dollars buys 
an EHFA approved four-foot box, too small even for a 
family of two, far too small for the prolific families in the 
low income brackets who are to be improved and uplifted 
by cheap electricity. Furthermore, it is really not a start- 
ling bargain; it is about the same value that has been 
available all along through the great mail order houses. 
Of course, dealers are not as enthusiastic about these cheap 
models as about their regular line of high priced merchan- 
dise. Neither are the manufacturers, but what could they 
do about it? 

© 

Electric ranges have some possibilities. The EHFA mod- 
els have three burners and are of good quality. However, 
they lack the one feature that gives the electric range su- 
periority ; automatic timing. Women in general prefer gas 
ranges to electric. They are usually cheaper to operate, 
and they cook better; at least, women think they do. But 
electric ranges consume 200 to 300 kwh per month, mak- 
ing them great load builders for the electric company. So 
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the EHFA is pushing them, although natural gas com- 
petition is going to make them hard to sell in many portions 
of the South. Some years ago there were many electric 
ranges sold in Tupelo, but when the EHFA started opera- 
tion it was found that most of them had been thrown out 
in favor of natural gas. 

Electric water heaters are a joke. Even at the lowest 
TVA rates they are as expensive to operate as gas heaters 
and about twice as costly as oil. The EHFA specifications 
provide for a thirty-gallon tank and a 114 kw heater. This 
is a heating capacity of less than 8 gallons of water per 
hour; it means that if the tank is emptied one must wait 
an hour and a half to get enough hot water for a bath, or 
that if four people bathe in succession the fourth will get 
cold water. The only advantage of the electric heater to 
the EHFA is that it uses a lot of juice, but a vigorous 
push of radios would sell so many units that the total elec- 
tric consumption would be far greater than any sales efforts 
on heaters will produce. 
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Farm motors and water supply outfits will be successful 
insofar as the rural electrification program is successful. In 
spite of the fact that the TVA built a lot of transmission 
lines with “free” CWA workers, and that it has produced 
a scheme for wiring rural districts without making the 
farmers pay their full share of the costs, it will be a long 
time before there is complete enough rural electrification 
to give much volume here. «And although water supply 
systems in themselves are not particularly expensive, their 
installation is of little value to the consumer unless he also 
installs considerable expensive plumbing. The EHFA 
would do far better by its customers if it brought them 
cheap electric incubators, which often pay for themselves 
in one year through larger hatches of healthier chicks. 


People choose between two types of merchandise de- 
signed to do the same work by considering the relative first 
cost, operating cost and performance or convenience. Elec- 
tric refrigerators have met wide acceptance because even 
where electric rates are exorbitant they are as cheap to op- 
erate as ice, and do a far better job of refrigeration. Electric 
ranges are sold extensively where there is no gas competi- 
tion and where the electric rates are low enough to make 
their use economically possible. Electric water heaters 
have had some small success in the few rural areas where 
electricity is cheap, but the recent development of automatic 
oil heaters with far better performance is giving them over- 
whelming competition. Radios sell because they have be- 
come a necessity, and there is no equivalent competition. Au- 
tomatic heating systems, powered by electricity, are becom- 
ing more popular all the time because of their cleanliness, 
convenience and economy. Air-conditioning units are be- 
coming important merchandising factors because they fill 
an important need better and cheaper than any other means. 
Washers, ironer and other household labor saving ap- 
pliances sell readily almost everywhere there is electricity 
because of their great convenience and low operating cost. 
Unfortunately, they do not consume enough electricity to 
interest the EHFA, although, like radios, they could be 
sold in such volume that their total influence on electric 
consumption would be enormous. 

The announced retail rates for TVA current are: 3c per 
kwh for the first 50, 2c for the next 150, Ic for the next 
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200, and 4 mills for the remainder consumed in any one 
month. 

With rates like this, even ranges and water heaters would 
be fair items of merchandise, particularly when backed by 
the vigorous campaign of the EHFA and by the tre- 
mendous interest in electricity brought about by the TVA’s 
opening of the public purse in the South. But, there is not 
a large area where these rates are available. ‘The cities 
with populations totaling 200,000 which have signed up 
for TVA power will get these rates plus any reasonable 
surcharge to amortize the cost of line extensions, etc., which 
the cities may care to make. Knoxville, with over 100,000, 
is one of these cities. Unless the city succeeds in buying 
the local plant, it will be two years before these rates are 
available there. 

When the Commonwealth & Southern sold the TVA 
transmission lines in the impoverished counties of northern 
Mississippi and Alabama, they got a contract in which the 
TVA agreed, with certain minor exceptions, not to compete 
with them in the territories they controlled until Norris 
Dam was completed. They also lowered their rates slight- 
ly, although they are still as high or higher than many 
northern cities which have not been blessed with TVA 
sponsorship. Consequently, although the EHFA will work 
with the utilities and dealers in selling appliances, the high 
operating cost will kill the sale of water heaters and 
seriously handicap the campaign for ranges. 
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This means that efforts in Commonwealth & Southern 
territory will be much less effective than in the cities that 
have TVA rates, and this territory includes most of 
Georgia, Alabama and middle Tennessee, including the 
large cities of Nashville, Chattanooga, and Atlanta. 

Much of the remaining territory is controlled by utility 
groups that are hostile to the entire TVA program, and are 
therefore outside of the territory in which dealers and 
customers are eligible for the EHFA plan. Whether it 
will be changed to include operations in these territories 
remains to be seen, but the present situation shows little 
fertile territory for EHFA operation. 

The financing program is also open to many doubts, 
although it is through interest and charges that the EHFA 
will receive its income. Exact rates have not been an- 
nounced, aside from the general statement that interest 
will be low. No extensive research has been conducted to 
determine the amount of credit losses which will be sus- 
tained through extending the period to three or four years. 
Five-to-fifteen-year terms, once given for home building, 
have been disastrous for many companies, and losses on 
credit rise sharply in the automobile business if terms are 
lengthened from one year to eighteen months. It seems 
very probable, therefore, that losses will be heavy, and, 
although dealers have contingent liability, much of the loss 
will have to be borne by the EHFA. 

According to TVA publicity, electrical manufacturers 
fell into line with the EHFA because they saw that this 
drive would give them far greater volume and enable them 
to profit from the economies of mass production. Nobody 
knows just how much they were influenced in accepting 
the program by the threat of government manufacture. To 
anyone who knows the fungus-like growth of bureaucracy, 
it is conceivable that the manufacturers were willing to 
take a heavy loss rather than have government competition. 
They were up against a tough proposition. 
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In 1933 there were over 1,000,000 electric refrigerators 
produced and sold in the United States. The companies 
who have had models approved by the EHFA are big ones; 
they had a generous share of the 1933 business. They had 
all of the advantages of mass production, and it is hard to 
see how their costs will be lowered by a few thousand 
extra units in an entirely new model. 

With seven manufacturers producing electric ranges for 
the TVA, and several more to come, it does not seem 
likely that any one of them will show a rushing increase 
in business. The same thing is true of water heaters, but 
to a much greater degree, for there are more companies 
competing, and heater sales therefore will be far smaller 


than range sales. 
2 


From the standpoint of increased electrical consumption, 
it is doubtful if the EHFA will be of enough value to 
the TVA to justify the expense. At present the generating 
capacity of the Tennessee Valley is about 900,000 horse- 
power, which is, according to the TVA, 30 per cent to 
40 per cent in excess of existing requirements. When the 
construction program is completed the capacity will be 
3,000,000 or more horsepower. It is evident, therefore, 
that the increased consumption brought about by the 
EHFA is going to have little influence on the total re- 
source of power. Yet the TVA rates, loudly proclaimed 
as a yard-stick for the nation, as a rate schedule that in- 
cludes every legitimate charge of depreciation, financing, 
amortization, etc., are predicated upon the assumption 
that a large percentage of this power will be consumed. 
Since domestic demand will not absorb this supply, it will 
have to be consumed by heavy industry. 

The TVA has had much to say about the small indus- 
tries that are to offer part time employment to the local 
guinea pigs. It has said still more about the benefits to 
northern industry from its purchases of raw materials for 
the dams and from the EHFA program which is going to 
sell so many appliances. But it says little about heavy in- 
dustry—since the northern states are putting up most of 
the $300,000,000 to $400,000,000 the project will cost, 
there might be some complaint if they realized fully that 
they were financing cheap power for the South which will 
take their industries from them. 


‘When Lilienthal speaks in the North or on a national 
radio hook-up he preaches the gospel of cheap electricity 
and low priced appliances in the home, he tells of the yard- 
stick of electric costs he is establishing and of how much 
value they will be by forcing reduction of electric rates 
throughout the nation, and he hammers the financing meth- 
ods of utility groups, but preaches reform, rather than 
government ownership. 

But when he speaks in the South it is a different story. 
On April 21, he spoke in Chattanooga on the “Future 
of Industry in the Tennessee Valley Region.” Of public 
ownership he said, “Perhaps the most important factor in 
insuring a low cost for hydro-electric power in this region 
is the fact that the distribution of this power to the fac- 
tories and home and farms, for the most part, will be in 
the hands of public agencies. . . . Under public distribu- 
tion of power with centralized accounting, control and 

(Continued on page 63) 
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Odd Jobs 


A CHICAGO CORRESPONDENT writes in 
to report the discovery in that depres- 
sion-harassed city of a man who has 
been riding out his personal economic 
storms of late on a home equipment 
luxury of better days. In those days, 
gone but not forgotten, he was a hap- 
pily employed and well-paid member 
of the engineering department of a Chi- 
cago steel company. Such being the 
case and the times being what they 
were, his wife became an easy victim 
of that kind of advertising harangue 
which used the seeming logic, “You, 
Mrs. Housewife, why shouldn’t you en- 
joy the same mechanical aids to easy 
work in your home which your hus- 
band enjoys in his office?” ‘The ques- 
tion was graphically pointed up with 
contrasting illustrations of the labor- 
burdened wife trying to get through a 
day of housework without the assist- 
ance of the inventions of Alva Edison, 
et al., while Friend Husband was pic- 
tured as lolling through a day at the 
office surrounded by electrical pencil 
sharpeners, adding machines, dicta- 
phones, mimeograph machines, and a 
lot of other similar gadgets. Well, the 
upshot of it was that they bought the 
electric washing machine. 

Time marched on, in its fashion; 
Hoover lost his grip, the people voted, 
the New Deal came in, our engineer 
lost his job and early last spring things 
got so bad that he was seriously con- 
sidering the necessity of going on re- 
lief. One morning of complete unem- 
ployment he got to fooling around with 
the electric washing machine. An idea 
dawned. He decided he had no false 
pride. For several months now he has 
been getting by by taking in washing, 
which he does rather nicely on his 
wife’s washing machine. 
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Talk of the Nation 


The New Deal legislation also has 
been responsible for changing the na- 
ture of occupation for not a few peo- 
ple. We are reminded of this by the 
disheartening experience of a youthful 
acquaintance of this department’s. 
Some years ago the young man in ques- 
tion decided he wanted to be a banker. 
His father was a banker—of the old 
school—and was naturally much elated 
when his son announced his decision 
on his life’s career. The father de- 
cided that he would keep his son a 
banker—of the old school, and that be- 
fore he became a banker too quickly 
he should learn something about the 
banking business. In vacations from 
college the son was permitted to work 
as messenger and sometimes even as- 
sistant to the assistant cashier in his 
father’s bank in the South. After the 
son finished at the Harvard Graduate 
School of Business Administration he 
was shipped first to France, where he 
was apprenticed to an old long-estab- 
lished Paris banking house, and then 
for more training, to England, where 
banks almost never go broke in the 
good old American fashion. 

None of his original youthful en- 
thusiasm for banking did our young 
friend lose and the thorough training 
he was receiving gave every indication 
that he would be a much needed asset 
to the American banking fraternity. 

His period of European training 
over, the young man was _ finally 
brought back to New York to begin 
his career. With his father’s influence 
and his own splendid record, the young 
man secured a position with the Irv- 
ing Trust Company of New York. 

Then came January 16, 1929. It 
was on that day that the judges of the 
District Court of the Southern Dis- 

















trict of New York decided to try an 
experiment. Even in that still strong 
twilight of our mad prosperity there 
were not a few bankruptcies in New 
York. The good judges were con- 
vinced that there was too much chance 
for graft, inefficiency and jeopardy to 
the interest of creditors in just hap- 
hazardly designating any lawyer who 
happened to be around the court at the 
moment to act as receiver. So the de- 
cision was made to appoint the Irving 
Trust Company as standing receiver in 
all bankruptcies under their jurisdic- 
tion. 

The result was interesting. In al- 
most no time at all the bank was su- 
perintending the destinies of the Inter- 
national Match Corporation (what 
was then left of it), Radio-Keith-Or- 
pheum, United Cigars, Cuba Cane 
Sugar, Cuban Dominican Sugar, the 
Savoy-Plaza Hotel, the Ambassador 
Hotel, the Shubert and the Fox Metro- 
politan Theatres, and a half dozen as- 
sorted and bankrupt brokerage houses. 

The receivership division of the 
bank also found itself running speak- 
easy clubs, selling fertilizer and cin- 
ders, running barges and tugs and 
Hudson River boats, plumbing con- 
cerns, textile companies and fashion- 
able clubs. 

There was plenty of work to do, and 
shortly after the advent of our young 
banker friend into the New York bank- 
ing world and after the court decision, 
he was transferred to the receivership 
department of the bank. It was with 
some chagrin that he had to write to 
his proud father a few weeks later that 
after years of preparation to be a bank- 
er he had arrived at last at a point 
where he was managing a bankrupt 
delicatessen store in the Bronx. 
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The New Deal legislation, we are 
happy to report, has finally cut this 
Gordian knot. The bankruptcy law 
signed a while back by President Roose- 
velt says in effect that the good judge’s 
experiment was all wrong and here- 
after we must have no centralization 
of receivership business. This change 
of heart means that our young friend 
can go back into the banking busi- 
ness—where, of course, he has been all 


the time. 
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More Fun—Aloft 


IT HAPPENED on a late afternoon west- 
bound transcontinental passenger plane 
a few weeks ago. One of the passen- 
gers (for a little while) was a com- 
bined practical joker and business man. 
In the latter capacity he had been sum- 
moned suddenly and urgently to Chi- 
cago. Not so sudden was the depart- 
ure, however, that it was impossible for 
his wife to get ready in time to drive 
over to Newark Airport to see him off. 
There was also enough time for our 
passenger to stop in a cafe or two, both 
in New York and Newark, to rein- 
force himself with an uncounted num- 
ber of cocktails and a few highballs. 
There was one passenger aboard at de- 
parture time who was feeling pretty 
good. The plane took off on sched- 
ule. 

Westbound, it was only a few min- 
utes out of Newark when the steward- 
ess bounced up into the pilot’s cockpit 
to report to the chief pilot that they 
had a passenger aboard who had no 
ticket, and what was more he said he 
didn’t need any because he was a friend 
of the president’s. 

The pilot nodded his head and 
banked the ship. It came around quick- 
ly and was soon off its westbound 
course and heading back to Newark. 
To everyone’s surprise it landed at the 
airport there and the pilot came back 
through the ship. 

“Are you the man who says he hasn’t 
got a ticket and that you don’t need 
one on this airline?” asked the pilot of 
the right passenger. 

“Oh, I was only fooling,” said the 
somewhat disconcerted passenger. ‘The 
joke’s on you. I’ve got my ticket.” He 
produced it and added, “Let’s get go- 
ing.” 

“We're going to get going in a min- 
ute,” said the pilot, “but I’m 
afraid you won’t be with us. The air 
commerce regulations state that at the 
sole discretion of the pilot no passen- 
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ger under the influence of liquor shall 
be carried. ‘That’s the law. You're 
drunk. And the joke is on you.” 

When the plane took off a few min- 
utes later, it left on the ground a 
dumb-founded practical joker receiving 
a lecture of the ages from his very 
-wrathful wife. 
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Magna Charta 


LIBERTY LOVING AMERICANS are notor- 
ious for their admiration of titles. 
Denied the chance to be hereditary 
Lords, Dukes, Viscounts and Earls by 
law, we love to set ourselves off from 
our fellow men with imposing Knights 
Errant of the Mystic Order, Grand 
Viziers of the Royal Circle, Exalted 
Commanders of this, that and the other 
thing. We are eager joiners of any 
lodge, fraternity or brotherhood that 
will promise us a chance at verbal dis- 
tinction in a theoretical democracy, 
anything that will lift us out of the 
common rut of Smith, Jones or 
Schmalz. It is a well known failing. 
European visitors, knowing only the 
simple hierarchy that stretches down 
from King to ticket taker on the state 
railways, love to point it out. It 
proves what keen observers they are. 

We're also pretty good at ancestor 
worship. Great families flourish and 
decay with us just as they do in Eng- 
land. The known descendants of the 
Mayflower passenger list, first, steer- 
age and tourist third accommodation, 
would fill a hundred Leviathans. ‘This 
is partly due to the laws of biology, 
which are very obliging on this point, 
but the fact that we like to remember 
it is due to a natural and most un- 
democratic pride in having possessed 
such distinguished forbears. Even out 
in the far and middle west, where 
things are supposed to be cleaner and 
simpler and less cluttered up with 
snobbery and the like, we are proud 
to recall that Grandfather Ezekiel 
came in from New England with the 
first covered wagon back, say, in 1840. 
It’s a harmless amusement. 

It is also one of our leading in- 
dustries in the service field—as yet 
under no code or blanket regulations. 
No one knows quite how many millions 
of dollars annually go into uniforms, 
badges, shields, scrolls and charters, 
but the total must be staggering. 
Something like fifteen million people 
belong in lodges of one kind and an- 
other. Each one of them spends money 
in becoming and remaining a mem- 





ber. Much of the money goes for 
worthy purposes, for benevolence and 
mutual aid. A good slice of it goes 
to maintain the necessary corps of sec- 
retaries, Organizers and paid helpers, 
to say nothing of the makers of gold 
braid and the strikers-off of parch- 
ments and illuminated tablets. In fact, 
if we suddenly lost our taste for such 
stuff, the unemployment figures would 
show an alarming rise. 

The best pickings are in the an- 
cestor game. Hunting out genealogies, 
printing them in a fine big book, and 
then selling the book to the lucky 
customers represented in it, is an old 
and vigorous profession. The tech- 
nique is simplicity itself. First you 
acquire a list of names. If you’re after 
big shots, you get it from Who’s Who 
or from professional directories, or if 
your prospects are plainer folk, you use 
the telephone book or even the county 
tax rolls. Then you write the prospect 
a nice letter telling him how you're 
compiling a list of the distinguished 
people in his profession or neighbor- 
hood, and would he please answer a 
few questions about himself and the 
race he sprang from. The betting is 
a thousand to one that he will reply, 
giving you all the details you want 
and, in fact, more than you can use. 
Then all you have to do is print the 
book, paste a sticker with his name 
on it in the front, and send it to him. 
Check or money order follows. 

Mostly these genealogies have been 
held to comparatively recent times. 
Back to the Mayflower or the Good- 
speed or some other ocean greyhound 
of the time was felt to be enough. 
But one enterprising outfit has taken 
the business up in a bigger way. Call- 
ing itself the National Society Magna 
Charta Dames, it is content with noth- 
ing more recent than 1215, A.D. for 
its starting point. That year, you 
may recall, was the beginning of 
Anglo-Saxon liberty, when King John 
signed the paper that all our teachers 
say is at the bottom of our constitution, 
laws and liberties. Everything we 
enjoy now—jury trial, habeas corpus, 
bail and the like stem from the Magna 
Charta. Without it we would un- 
doubtedly be groaning under purely 
Roman criminal codes, which fail 
lamentably to provide adequate protec- 
tion for gangsters, bankers and income 
tax dodgers. 


The National Society Magna 


Charta Dames realizing these blessings, 
(Continued on page 64) 
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Outlook Book Choices 


of the Season 


Reviewed by Robert Cantwell 


THESE ARE THE DAYS when the pub- 
lishers’ output of new books slacks off 
a little, in preparation for the fall 
season, days when reviewers have a 
chance to catch up on their reading. 
The daily book columnists report on 
those books about dogs and gardening 
they didn’t have time to read when 
the new novels and biographies were 
coming out; the critics of the literary 
journals look back on the outstanding 
works, weigh them against one another 
and try to determine what new cul- 
tural trends are apparent. We are tak- 
ing advantage of this lull to check back 
on some of the books we missed when 
they first appeared, and to make up a 
little shelf of the new titles that stand 
out as the most important of the spring 
and summer. Andre Malraux’s ““Man’s 
Fate” (Harrison Smith-Robert Haas) 
must be one of the first selected for 
such a shelf, and if we can’t call it the 
outstanding book of the month, be- 
cause it came out last month, we can 
compromise by calling it one of the 
most important for the whole season. 
Then there is “The Berlin Diaries,” 
edited by Dr. Helmut Klotz, (Mor- 
row) with a foreword by the corre- 
spondent, Edgar Ansel Mowrer, which 
we also missed when it appeared. It is 
valuable now for the insight it gives 
you into the recent bloody doings in 
Germany. There is Malcolm Cowley’s 
“Exile’s Return,” (Norton) an ac- 
count of the post-war literary genera- 
tion that gives you an insight into the 
plight of a generation that refused to 
face such realities as those laid bare 
in “The Berlin Diaries.” There is “A 
Chinese Testament,” (Simon & Schus- 
ter) by San Shih-Hua and S. Tretia- 
kov—this is going to be an extremely 
varied shelf—a book that backs up 
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“Man’s Fate” in that it also deals with 
the Chinese Revolution and gives you a 
sense of what it meant, not to an ad- 
venturous European with a taste for 
speculations on man’s destiny, but to a 
Chinese student who was involved in 
the revolution because all Chinese stu- 
dents were. There is “Merchants of 
Death,” (Dodd, Mead) by H. C. En- 
gelbrecht and F. C. Hanighen, a study 
of the armament industry—one of 
those books which are all the more 
effective because they relate gruesome 
and terrifying facts in a level mono- 
tone. These are all, be it remembered, 
important books we didn’t have an op- 
portunity to comment on when they 
first appeared, not a selection of the 
most important of the whole season. 
“Man’s Fate” ranks first. It is a 
big book, complex and melodramatic, 
modern in the sense that it dramatizes 
modern attitudes and modern situa- 
tions, old-fashioned in the sense that, 
as in the novels of Dostoevsky, the 
characters seem to be exclusively pre- 
occupied with the solution of insolu- 
able or, more exactly, irrelevant prob- 
lems. The story is laid in China at 
the time of the revolution of 1927, at 
one of those critical moments in his- 
tory when every decision that a human 
being can make carries a vastly in- 
creased load of social meaning. In- 
deed, it is not too much to say that it 
deals with one of the most dramatic 
events in the world since the War. Yet 
it is not a story of that revolution 
nearly so much as it is the story of a 
group of people, of very exceptional 
people, whose passions are brought to 
the highest pitch by the social drama 
that unfolds and who, in their differ- 
ent ways, represent different phil- 
osophies and different forms of human 











adjustment to the problem of death. 
These characters are acutely aware, 
acutely self-conscious, and are able and 
resolute people, so that their conflicts 
are raised to the highest level of con- 
sciousness—even such monsters as Fer- 
ral, the banker, and K@nig, the chief 
of Chiang Kai-Shek’s police, are great 
monsters, and the revolutionists, in 
their devotion to the cause and their 
resourcefulness and pride, are great 
revolutionists. The narrative speeds 
with the intensity and with some of the 
confusion of the actual revolution— 
there are assassinations, tortures, bomb- 
ings, philosophical and political discus- 
sions, suicides, momentary release in 
love affairs, acts of desperation or nar- 
cotics; there is above all the sense of 
impending defeat and annihilation. 
Death is in the air, so close that every- 
one can almost feel it; it is no longer 
possible for men to act as if their own 
deaths would never occur or to free 
their minds of their approaching de- 
structions. In this atmosphere everyone 
must locate his loyalties and know 
what value his life has, or has had. 
There is the escape through narcotics 
and the deadening of the senses, 
through activity so hazardous and 
nerve-wracking that in the avoidance 
of immediate dangers the final doom is 
forgotten, through the exercise of 
power, of control over the lives of 
others, through love and the surrender 
of one’s life to another. In the end, 
out of all the rush of individual grap- 
plings with death, the story moves into 
the startling climax where a mass of 
revolutionists face the firing squad and 
the most horrible of deaths that the 
death-ridden imaginations of men can 
conceive—burning alive or prolonged 


(Continued on page 58) 
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BOOKS 

(Continued from page 56) 
tortures whose end is known before 
they begin—a scene in which men are 
so stripped of power that the privilege 
of self-destruction becomes something 
that is attained only after profound 
sacrifice. 

Two other books recently published, 
and dealing in part with the same 
event, show us at once Malraux’s 
genius and his limitations. The first is 
“A Chinese Testament,” the story of 
a less exceptional figure involved in 
the fighting. The other is Alfred 
Rosenberg’s “A History of Bolshe- 
vism” (Oxford Press) which includes 


a critical analysis of the Chinese Revo- | 
lution by a follower of Leon Trotsky | 


—an historian who is particularly in- 
terested in showing the consequences 
of the policies followed by the Third 
International. Dr. Rosenberg’s book 
makes it clear that the period covered 
in ““Man’s Fate” was one of the most 
decisive in modern history. From 1924 
to 1927 a great movement for the na- 
tional liberation of China was under 
way—a movement directed against the 
foreign powers and the native land- 
lords, and led by Chiang Kai-shek and 
the Koumintang in alliance with the 
Communists. Though the alliance was 
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at best insecure for the Koumintang 
was to a great extent made up of mem- 
bers of the middle-class who were hos- 
tile to Communism, the movement was, 
nevertheless, successful and in 1927 
Shanghai was won. For a period the 
possibility that China would become a 
Communist state was strong; the 
masses of the people were sympathetic 
to Communism and Dr. Sun-Yat-Sen, 
their popular idol, had before his death 
worked for a close relationship between 
China and Soviet Russia. With Chiang 
Kai-shek’s seizure of power, however, 
the Koumintang, always at the point 
of splitting into its radical and con- 
servative members, turned against its 
Communist allies and exterminated 
them. According to Dr. Rosenberg, 
Chiang Kai-shek was forced to take 
this action because the Communists had 
been dealing with the radicals within 
the Koumintang in an effort to over- 
throw him. At any rate, what is per- 
tinent to a discussion of Malraux’s 
book is that the Communists were not 
simply defeated. They were extermin- 
ated. For weeks the extermination was 
carried on, until thousands had been 
killed, the revolution put down by 
force and Chiang Kai-shek, to gain 
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Scribner's 


SUMMER 
FICTION 
NUMBER 
PRESENTS AN 
ALL-STAR 
CAST: 


* BOYD 


This August issue presents the final installment of 
James Boyd’s new novel, ‘‘The Dark Shore’”’—the 
closing chapters revealing in sudden breathless trag- 
edy the truth about Fitz-Greene Rankin’s love for 
Clara Rand. 


* FAULKNER 


Flavored with William Faulkner’s own inimitable 
brand of back-country humor, ‘‘Mule in the Yard”’ 
is another of those rare short stories in the vein of 
‘*Spotted Horses.”’... So far above the usual too- 
hot-to-bother level of so-called ‘‘August fiction’’ 
that it will be outstanding for many months to come. 


x WOLFE 


Sinister, impenetrable ...a cloud hangs over ‘‘The 
House of the Far and Lost,’’ where the Coulsons 
rent a room (and open a door) to a young writer. 
They are people he never forgets... people you'll! 
never forget... drawn with the deft sure touch of 
Thomas Wolfe. 


* RAWLINGS 


The touching, tender story of an ex-convict’s home- 
coming ...a modern Enoch Arden without benefit 
of clergy . . . armed with a pardon from the governor, 
and carrying another in his heart for Emma, who 
‘*had to get help on the farm.” It’s written by Mar- 
jorie Kinnan Rawlings, author of ‘‘South Moon 
Under.” 


* THOMASON 


Let Captain Thomason introduce you to an old friend 
of his, Inez Ray. She was running a flower shop in 
Houston when he found her again, but she wasn’t 
casting any bouquets in the direction of Ben James. 
There’s a whiplash snap at the end that will surprise 
you...it surprised Captain Thomason himself. 
Read ‘‘The Mating of a Stamp Collector”’ in the Au- 
gust issue. 


Other stories, articles, poems, reviews. 





support for his government, driven 
ever more deeply into an alliance with 
the very foreign powers he had lately 
been attempting to drive out of China. 
To Dr. Rosenberg all this is a result 
of the vacillations of the Third In- 
ternational: the Communists now 
struggled against Chiang Kai-shek and 


now prevented their members from | 


struggling against him, now acted with 
him while at the same time attempting 
to undermine his control. 

It is a very different picture that 
emerges from “A Chinese ‘Testa- 
ment.” This is the autobiography of a 
Chinese student as told to a Russian 
professor who was in China in that 
period of turmoil. For the most part 





the book deals with the boyhood of ‘Tan | 
Shih-Hua, and recaptures, in sometimes | 
bitter, sometimes nostalgic chapters, the | 
But | 
toward the end the revolution enters, | 
with some chapters told by Tan Shih-' 


flavor of Chinese provincial life. 


Hua and some by the professor who 
was also his friend. Before the strug- 
gle began the relationship between the 
two was close, and the professor, who 
was one of the many Russian advisors 
in China at that time, was a powerful 
influence. When the actual fighting 
began the relationship becomes con- 
fused, and the refrain is repeated again 
and again: “I did not see Tan Shih- 
Hua for a long time.” “One day Tan 
came into my room.” Reading between 
the lines it is easy to see that in a 
moment of crisis the relationship of the 
Russian Communists and the students 
was broken. Where in the early days 
the students had appealed to the Rus- 
sian for advice and information, to- 
wards the end, when all foreigners 
were hated and feared, they looked 
upon them with suspicion and distrust. 
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Road to Riches 


(Continued from page 37) 


falls and bad practices of investors are | 


beyond the pale of legislation. Among 
these are: Buying any security with- 
out adequate information; incorrectly 
interpreting information; buying at the 
wrong time (1) Into the wrong in- 
dustry; (2) The wrong company; av- 
eraging down on issues held at a loss to 
make up that loss; buying securities be- 
cause they are selling considerably be- 
low previous highs; buying securities 
simply because they are high grade 











without regard to price; buying on a 
current high yield basis only; buying | 
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Above all—Is it War? Sound and 
enlightening discussions of these 
pertinent questions are given in 
this book by the noted Editor of 
Foreign Affairs who has just re- 
turned from Europe. 
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ee do people have such 
an opportunity to understand 
so thoroughly the meaning of 
the history they themselves are 
making as is given in this book. 
Mr. Soule supplies a new basis 
for understanding what a revolu- 
tion is, and applies tests which 
show that revolutionary period 
has begun in America but is still 
far from its climax. 


“The soundest, sanest, profound- 
est of all'the books that poured 
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future prospects; buying into com- 
panies which have limited growth pos- 
sibilities; buying into companies which 
have passed their zenith of growth; 
buying without considering the current 
position of the industry; buying with- 
out knowledge of the position of the 
business cycle; concentrating in a 
particular company or industry. Fol- 
lowing tips and pools; following 
friendly advice (Inside information) ; 
operating on borrowed money at the 
wrong time; becoming over-extended 
at any time; neglecting to retain 
proper reserve purchasing power; buy- 
ing unproven issues; refusing to take 
a loss in order to switch from bad 
situations into good ones; getting pan- 
icky at a time when sound judgment is 
vital ; misjudging the possibilities of in- 
flation; under-estimating the effects of 
inflation; bias or affection for some pet 
stock ; buying foreign securities without 
a knowledge of the political and eco- 
nomic stability of the country; buying 
securities without knowing if they fit 
his individual requirements; buying se- 
curities that look as though they have 
attractive convertible or stock purchase 
features; having a list of securities im- 
properly diversified as to risk and un- 
suited to current economic and finan- 
cial conditions. 

The foregoing principles and policies 
seem complicated and involved. In es- 
sence, they are logical and simple. 
Their application, however, calls for 
common sense, intelligence, training, 
study, reflection, judgment and vision 
—and especially much use of the pen- 
cil. Investing is largely arithmetical 
and as Lord Kelvin said of science, 
“Our knowledge begins when we can 
measure what we are talking about and 
express it in numbers.” 

But these qualities of application are 
fruitless unless correlated to principles 
that are sound. Otherwise, the edifice 
rests on quicksand. The investor must 
approach his portfolio with the same 
throughness that characterizes success 
in the management of business. If not 
his only business, it is always his other 
business—his secondary source of in- 
come and economic security. Aside 
from success in his own business or vo- 
cation, adherence to these principles 
provides the only ROYAL ROAD 
TO RICHES. 

This is the second of a series 
of articles on current economic 
questions by Ambrose W. Ben- 
kert, Chairman of the Board of 
Brookmire, Inc. A third article 
will appear in an early issue. 
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jagged Tetons, in Jackson’s Hole—his- 
toric yesterday, very much alive today. 
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the heart of the Gros Ventre moun- 
tains. . . . Separate log cabins for 
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take an interest in your pleasure-hunt. 


Address: Mr. Wa.iace E. Hiatt, Triangle F Ranch, Wyoming 























REMEMBER! 


Robert R. Doane’s 
story—BUT IS IT A 
SURPLUS ECON- 
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facts never before pub- 
lished and will be con- 
tinued in the Septem- 
ber issue. 
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BURNT COVE INN, PENOBSCOT BAY. Deep 
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TREE-SHADED HOMESTEAD, near Hartford, 
Conn., will receive a few guests. Lawn, piazzas, 
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NEW OUTLOOK. 
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ELM LODGE, STOCKBRIDGE, MASS. In 
Berkshire Hills—Refined, Homelike, For a few 
guests, Large comfortable rooms, Baths, All 
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WOODLAWN SANITARIUM FOR EPILEP- 
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comfortable airy rooms. Careful supervision and 
treatment. Reasonable rates. espondence 
solicited. E. A. Robertson, M.D., Supt. 


PRIVATE INSTRUCTION 


AN ENGLISHWOMAN of culture would 
give private lessons in diction, poise, voice 
placing, and in social amenities to limited 
number, living in aa D. C. Box 
8A, NEW OUTLOOK 


SITUATION WANTED 


REFINED WIDOW wishes position as com- 
panion to lady. Experienced traveler, town 
or country, references exchanged. Box 8B. 


NEW OUTLOOK. 


MISCELLANEOUS 


MANUSCRIPT WANTED 
BOOKS OF ANY KIND, published and 
marketed at reasonable price. Write to 
VAN PRESS—book manufacturers and pub- 
lishers, 27 Beach St., Boston, Mass. 


















































LEARN HANDWRITING ANALYSIS. 
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Uncle Sam Peddler 


(Continued from page 53) 


supervision in the hands of a regional 
authority be the greatest incentive to 
economy and managerial efficiency.’ 

Then he spoke of industrial develop- 
ment: “Although we are bending every 
effort to greatly increase the use of 
electricity in the home and on the 
farm, it is obvious that only large- 
scale industrial expansion will absorb 
the great pool of power which is thus 
being created. . .. The point I should 
like to make now is to repeat my con- 
viction that it is the Authority’s duty, 
as well as its privilege, to encourage 
the growth of large-scale industry.” 

It is easy to understand that even an 
astute individual like Mr. Lilienthal 
can make grievous mistakes when he 
wanders into the strange field of mer- 
chandising. ‘There seems little ques- 
tion that the stupid policies of the 
EHFA are due to his lack of merchan- 
dising experience and his reliance on 
inexperienced advisers (the advertising 
agency handling the EHFA account 
was not hired until months after the 
preliminary plans had been announced ). 
But there are two questions which are 
very hard to answer: 

1. Is the Electric Home and Farm 
Authority merely a smoke screen, set 
up to arouse comment and disguise the 
fact that TVA is promoting southern 
industry at the expense of the North, 
that it is actively campaigning for pub- 
lic ownership? 

2. Will the promotional expense of 
the EHFA, including the cost of 
handling tons of circulars by franked 
mail, be charged to power sales and 
included as part of the legitimate costs 
in arriving at a yard-stick for electric 


rates? 
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(Continued from page 4) 


own leaders, even the most prejudiced 
critic admits that we need some device 
for keeping consumers informed about 
goods, quality and price. Thus the 
symptoms of decay to be found in ad- 
vertising, banking, motion picture in- 
dustry, city government and_ other 
fields of activity, indicate innumerable 
occupational opportunities for you and 
your contemporaries. 

Selecting a field of interest, whether 
for work or for pleasure, demands 
imagination. Young men today seem 
to be limiting their’s to choosing a 














$1 BRINGS $3000 
LIFE CERTIFICATE 


Without Medical Examination 
AGES 1 to 75 YEARS 
American Life, one of the 
largest associations of its kind 
in America, offers exclusively 
this Special Copyrighted Life 
Certificate to anyone between 
1 and 75 years. Pays up to 
$3,000 for Death From Any 
Cause. American Life has MIL- 
LIONS in force to GUARAN- 

TEE YOUR PROTECTION. 
10 DAY 


INSPECTION FREE- Send No Money 


No obligation whatever! Just send your name, age 
and name of beneficiary. An American Life Cer- 
tificate fully made out in your name will be sent 
for your FREE 10-Day Inspection. NO AGENT 
WILL CALL. Read it carefully. If satisfied only 
$1 will put your protection in force for at least 50 
days; about 3cents per day thereafter. This offer 
limited. Wrire todav. 

AMERICAN LIFE ASS’N, Dept. H-7 Hollywood, Calif. 


| “Your Prompt Check 
Saved Mv Home”’ 














waanene 


READ RARE BOOKS} 


pe re per without buying rare, scarce, out- 
of-print books; limited, privately printed edi- 
$ tions, ‘enahebaned > aon aa Write for in- 
formation giving age and occupation 
ESOTERIKA BIBLION SOCIETY 
15 East 45th Street, New York 


OE a a ee 
















STEP INTO AWELL:PAIDHoTELJ08 


Nationwide opportunities for trained men 
women Qualify in leisure time. 


Previous ompastense unnecessary. FREE rey 


Book gives details 
LEWIS HOTEL TRAINING SCHOOLS | Fascinat- 
Room HG-5890 Washington, D. C. | ing Work 




















DO YOU WANT TO WRITE? 


If you are interested in thoroughly practical and 
personalized instruction (by mail) in the crea- 
tion of Magazine Articles, Short Stories, Novels 
«+. send for outline of courses, and specimen 
lesson—criticism. 


The W. E. Schutt School of Creative Writing 
425 West Chelton Ave., Philadelphia, Pa. 




















ACTS LIKE MAGIC ON SWOLLEN 
TIRED, ACHING, PERSPIRING FEET 








Let me prove what YOUR 
mind can demonstrate. 


Are you tired of accept- 
ing the doctrines of church 
and school on faith? Do you 
demand KNOWLEDGE of 
the methods by which you 
can rise, master, and create 
in life? Write for the free 
Sealed Book that tells how 
you may receive A SECRET 
METHOD of mind influence 
used by thousands. Address 
Scribe L. S. J. 





RosicRUCIAN BROTHERHOOD, San Jose, Calif. 


CIVIL SERVICE 


val nae S rareamaTe®. A 
COL’ UMBIAy SS 








* 63 





shirt of a certain color, or a youth 
movement. Try cultivating your imagi- 
nation for something as prosaic as 
work, for instance, in banking. It can 
be very exciting, and might lead to un- 
dreamed of possibilities for service and 
personal satisfaction. 

I know you will feel that I am gen- 
eralizing too much. Why does one, 
you will ask, take special training for 
a profession or a particular kind of 
work if one doesn’t “choose a career” 
or work doesn’t require special train- 
ing? This is one of the vexing ques- 
tions of our time. Special training is 
all right if you can use it. But you 
may find, after you have gone to the 
trouble and expense of getting it, that 
you can’t use it. Hold it in reserve 
while you make a mental survey of the 
various fields of activity about you to- 
day. It may come in very useful to 
you, but again you may not be able to 
earn a living. Devote your time and 
thought to discovering how you can fit 
into the picture presented by the econ- 
omic and social activity about you. For- 
get about the career. There are no 
trustworthy recipes for choosing a 
career except those which you and your 
contemporaries can reconstruct as you 
go along. 

Activity (work) is a fluid, chang- 
ing, shifting process. We have to be 
explorers, especially today, if we would 
keep in harmony with the process. Kip- 
ling’s poem, The Explorer, written in 
1892, can be taken literally today about 
many fields... . 

“There’s no sense in going further— 
it’s the edge of cultivation,” 

So they said, and I believed it... 

Till a voice as bad as Conscience, rang 
interminable changes 

On one everlasting Whisper day and 
night repeated—so— 

Something hidden, Go and find it. Go 
and look behind the Ranges— 

Something lost behind the Ranges. Lost 
and waiting for you. 

Go! 

Finding your occupation and secur- 
ing a job are not synonomous. Explor- 
ing for the occupation is a hazardous 
journey. But it may and probably will 
lead you in pleasant by-paths. Securing 
a job—any job—is part of the process. 
As Kipling said in the poem just quoted 
“Saul he went to look for donkeys, and, 
by God, he found a Kingdom!” You 
do not know but what your job-seeking 
may lead to the discovery of life work 
as thrilling and as satisfying as that 
which the “big shots” of today seem to 
be enjoying. 
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(Continued from page 55) 

has formed itself to protect and com- 
memorate them. You may further re- 
call that the blessings were extracted 
from King John by a self appointed 
union of Barons, some twenty-five in 
number. Casting about for suitable 
ways of celebrating the memory of the 
original committee, the organizers of 
the Society also discovered that seven- 
teen of the Barons had been fore- 
sighted enough to leave descendants, 
living to this day. With the help of 
history books, genealogical dictionaries, 
and the Royal College of Heralds, the 
Society hunts out these descendants 
and invites them to join. 

Like all societies of its kind, the 
Magna Charta Dames has its aims 
and objects. These are, briefly: “the 
privilege and responsibility of gather- 
ing from scattered pages of history the 
records of their (the Barons’) heroism, 
a record which becomes both a DOW- 
ER and a TRUST, the historical 
relevance of which it behooves us to 
cherish.” But this is not all. The 
Dames also hold fast to the ETER- 
NAL VERITIES. Representing as 
they do “the Heroism, Devotion and 
Initiative of their noble Ancestors,” 
it is distinctly up to them to combat 
“the unrest of the world today.” They 
are anti-materialistic, regarding the 
wealth and privileges which they may 
possess merely as a Stewardship, a 
sacred responsibility which they hold 
only for the common good. What 
the common good may be is not spe- 
cifically defined, since the Society is 
both non-political and non-sectarian. 
Its Vice-President, however, has put 
the Society definitely on the record as 
cpposed to Mahatma Ghandi, in an 
address to the members three years 
ago. Nobody knows how they stand 
on the New Deal. 

It is easy enough to join, once the 
Society decides to have you in as a 
member. The Society will establish 
your ancestry for you, send you a fine 
olluminated scroll plotting it out, a 
badge with the Baronial Colors, or and 
gules, and a simple Recognition Pin 
for informal wear. Membership is for 
life. 


Author’s Note 


(from Page 9) 
ROBERT R. DOANE, author of “But Is 
It a Surplus Economy?” is the director 
of research of the National Survey of 





Potential Product Capacity, the first 
findings of which he reports in the 
opening article in this issue of NEw 
OUTLOOK. 

As general supervising director of 
the survey both in New York and 
Washington, Mr. Doane’s story of the 
startling findings of the survey is in 
every sense of the words, official and 
authentic. In this article, the first of 
a series which will deal with the mean- 
ing, significance and implications of the 
NSPPC, Mr. Doane has made refer- 
ence to his associates and principal 
workers in the survey. Mr. Doane, a 
frequent contributor to NEw Ourt- 
LOOK is the author of “The Measure- 
ment of American Wealth,” and is co- 
author of “The American Consumer 
Market.” Articles by Mr. Doane 
which have appeared in New Out- 
LOOK include “A Short History of 
Debt,” “You, the Consumer,” and 
“Price and Prices.” 

In presenting the first report on the 
work of the NSPPC, the editors of 
New OUTLOOK are in agreement with 
Mr. Doane when he expresses sur- 
prise that not until now has it occurred 
to those who would seek to develop a 
logical program for the progress of the 
nation first to equip themselves with 
a quantitative inventory covering the 
entire economy of the United States, 
which is the principal objective of the 
labor of the NSPPC. ‘That such an 
inventory has at last been made is 
proof of the importance and value of 
Mr. Doane’s articles. 

The editors also believe that the re- 
port of the findings of the NSPPC 
should prove of great worth in the cur- 
rent effort to understand and correct 
the pessimism underlying American 
business today, and which is doing so 
much to retard recovery. It is a de- 
fensible thesis that much of this pes- 
simism is directly attributable to the 
popular thought that we exist in a total 
surplus economy, that there is no more 
need for individual effort, or no justi- 
fication for the further expansion of 
our producing plant structure, and fur- 
ther that the only solution to our eco- 
nomic problem is some violent redis- 
tribution of our super-abundance, such 
as that proposed by the technocrats or 
the communists. The NSPPC is now 
able to show that that underlying con- 
cept of abundance is a false concept. 

Attempts at various interpretations 
of the meaning of what the NSPPC 
has found no doubt will be forthcom- 
ing. Such discussion in the end can 
only be completely worth while. 
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=to those who join the Book-of-the- 
Month Club at this time . . . it costs 
nothing to belong and you do not 
have to take a book every month 


E suggest that you send 
the coupon below to get 
full information as to 


what the Book-of-the-Month Club 
does for book-readers, and then 
decide once for all whether or not 
you want to join. Are you aware, 
for instance, that as a member you are 
not obliged to take a book every month; 
nor are you ever obliged to take the 
specific book-of-the-month chosen 
by the judges. You, may buy it or 
not, as you please, after reading the 
judges’ pre-publication reportabout 
it. Nor do you have to pay any fixed sum 
to be a member of the Club. You simply 
pay the regular retail price for such 
books as you decide to buy. What 
then is the advantage of joining? 

There are many: first, book-divi- 
dends, for every-dollar its members 
spend on books they receive back on 
the average over 50% in the form of 
free books. Second, without a penny 


of expense, through the reports of 
the judges you are kept completely 
informed about all the important 
new books, so that you can choose 
among them with discrimination, 
instead of having to rely upon bally- 
hoo and hearsay. There are several 
otheradvaritages, not readily measur- 
able in money, that cannot be out- 
lined here for lack of space. Surely, 
within the next year, the distinguish- 
ed judges of the Club will choose as 
the book-of-the-month or recom- 
mend as alternates, at least a few books 
that you will be very anxious to read 
and which you will buy anyway. 
Why not— by joining the Club— 
make sure you get these instead of 
missing them, which so often happens; 
get the really substantial advantages 
the Club affords (such as the book- 
dividends mentioned, if nothing 
else), and get a copy of NINE PLAYS, 
by Eugene O'Neill, free. 
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Comment 
on its color 
Really good light beer hasa gold- 


en color—a honey-gold. A dark 
beer, too, must have “‘ brilliance”. 
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The “head” 
is important 
A creamy ‘‘collar” promises fine 


flavor! The same thing that gives 
beer ‘‘ head” makes it refreshing. 





Note its 
flavor 
In addition to good flavor, an 


excellent brew should have a 
character, a personality of its own. 











--. on its 
clearness 





X 
Good beer is as clear as a bright 
May morning! Use the clearness 
of Rheingold as a standard. 








Find ‘‘your beer’’— then always 
ask for that brand. More people 
every day call for Rheingold. 











We'd like to have you match 
Rheingold againstall these points. 
It’s brewed to meet the critical 
tests of veteran beer drinkers. 
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Occupations— 


by Berta Crone 


IN SEPTEMBER the professional worker 
takes a new lease upon life. The sum- 
mer is past. Vacations have come and 
gone. Cooler temperature brings sober 
thoughts. Irrespective of whether he 
has been busy or idle, the professional 
worker takes stock of himself and his 
prospects at this season of the year, 
much as our grandmothers did of the 
pantry shelves—to see what is there 
and what is needed for the coming 
year. 


What does the professional worker 
discover on his pantry shelf this Sep- 
tember, 1934? 

Reports from Washington, which 
are meant to be reassuring, inform us 
that the Federal Emergency Relief Ad- 
ministration is planning to include pro- 
fessional workers (the white collar 
class) in the program for relief for 
the coming winter. 

Is the professional worker’s plight 
so bad as to require such a relief? He 
wonders what his condition really is. 
He wishes he had some way of dis- 
covering the truth for himself. He 
knows, of course, that he hasn’t had 
earnings enough from his work to 
carry himself and his family for some 
time past. But he is still not convinced 
that there is no work for him to do. 
Yet he feels tremendously handicapped. 
He is sure that he is much more handi- 
capped than the farmer and the man- 
ual laborer in the struggle for a living, 
even though he is supposed to have had 
“advantages” which they did not have. 
They at least recognize the existence 
| of a struggle for a livelihood, organize 
| themselves to fight for their share of 

the world’s goods and to keep their 
| problems before the public. Thus the 
| problem of one laborer or one farmer 
| becomes the problem of all. 

Be he soft or rugged, the profes- 
sional worker seems to be an individ- 
ualist, whether he chooses to be so or 
not. As a lawyer or doctor he may 
lose his practice without anyone tak- 
ing the slightest cognizance of it, ex- 
cept the landlord, the butcher and the 
grocer. As a salesman, advertising 











Today and Tomorrow 








copywriter, buyer, or editorial worker 
he may lose his job without its being 
recorded by his professional society or 
business association, or noted by the 
Federal government or press. The 
manual laborer, in contrast, is identi- 
fied with his trade group, with ma- 
chines, and with ownership of capital. 
If a plant or job shuts down, news- 
papers report it, noting the cause and 
the number of persons affected. If a 
worker is fired, his union records the 
case and acts according to its merits. 
The farmer (the professional worker 
envies the farmer) is identified with 
the land. If his crops suffer from 
drought or if the market is unsatisfac- 
tory, his community is interested, be- 
cause it suffers financially with him. 
The Federal government studies his 
problems, and gives the necessary 
assistance. 

The professional worker compares 
his lot with the farmer and questions 
whether his game is worth the candle. 
He has till now been inclined to blame 
his own situation on bad management 
or to attribute it to transitory business 
problems. But when he reads “The 
New York Times” editorial comment 
upon the Administration’s relief pro- 
gram, captioned ‘““A Needy Class,” he 
is sure that the problem is more funda- 
mental. “The New York Times” 
thinks there “should be general ap- 
proval of two points in the Govern- 
ment’s relief plans for next winter, as 
announced by Mr. Williams, assistant 
Administrator. One is the firm intent 
of Administrator Hopkins, supported 
by the President, to supplant the dole 
method in the greatest possible degree 
with salaries for actual and not per- 
functory labor. The other is to de- 
vise means of employment for all divt- 
sions or what is known as the white 
collar class. The probability is, unless 
there is an unusual business revival, 
that the population thus classified will 
be even more severely affected this win- 
ter by the Depression through staff re- 
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duction in financial centers, due to new 
laws.” (Italics mine.) 

But, the professional worker may 
ask, how can the market for profes- 
sional services be so poor when business 
conditions in many different fields are 
reported to be on the up-turn? Some 
organizations, according to their finan- 
cial statements, are doing much better 
than at any time since 1929. Some are 
doing even better than they did before 
1929. These are not mere rumors; 
they are financial statements made by 
the companies themselves and sworn to. 
And the banks have plenty of money to 
lend. Why then is work so scarce for 
brains and talent? 

According to “The American 
Banker,” the banking business seems to 
be again on a sound basis. Figures 
just completed in their statement of 
condition as of June 30th, 1934, says 
“The American Banker,’ the daily 
newspaper of the banking business, 
show seventy-six commercial banks and 
trust companies. in New York City 
(fifty-two less than there were five 
years ago), exclusive of mutual sav- 
ings banks and private institutions, are 
within 4 per cent of the deposits re- 
ported in the mid-year of 1929 boom 
for the 128 banks then doing business. 
Total deposits in these banks are now 
larger than at any time since 1930. 

The bankers complain, however, 
“that despite their desire to make loans, 
more borrowers with good credit are 
paying off their notes than are asking 
for new advances.” It is pointed out 
also that “gains in deposits in large 
banks reflect gains in deposits in hun- 
dreds of other banks in the country.” 
Qualified borrowers in smaller com- 
munities are still unwilling, the report 
states, to go into debt in their private 
business enterprises. 

The professional worker ponders 
this situation. Money in circulation 
would create a demand for his services. 
And he questions why the banks them- 
selves are so slow in taking the initia- 
tive in creating new activities which 
would create a demand for specialized 
workers. Why, for instance, are men 
not being re-employed or newly em- 
ployed in banks? That they need 
workers he has proof. For example, 
one of the branches of one of the 
twenty-five largest banking institutions 
in the country has worked out a plan 
by which it gets new business through 
its customers! Instead of employing a 
new sales force it pays its customers 
$1.00 each for every new account they 
can bring in, and gives them other pre- 
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Travel the WORLD’S FASTEST 
WAY with Comfort and Ease 





12:30 (MIDNIGHT) MUNICIPAL AIRPORT 
—CHICAGO, ILL. “Like it? I loved it!”—says 
the lady from California. She has just traveled 
1,996 miles— from San Francisco in 13% hours! 
Her connecting plane to New York is due in a 
few minutes. “Why,” she says, “this has literally 
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you hours... and days! 

You travel in the same comfort you enjoy at 
home. The same easy, upholstered chair (only 
this one reclines for sleeping). The ten-passen- 
ger cabins are spacious, cool and comfortable. 

United carries more passengers than any air 
line in the world. It is backed by eight years of 
transport flying experience — has flown more 
than 70,000,000 miles over scheduled routes 
(30,000,000 miles at night). 

On United every known aid to avigation is 
utilized. Multi-motored planes capable of main- 
taining flight on one engine. Two transport 
pilots. Two-way radio communication. Direc- 
tive radio beam. Lighted airways. A large and 
skilled ground organization. 


For schedules, tickets or reservations to cities in 
20 states... call United Air Lines ticket office, 
Hotel Porters, Travel Bureaus, Postal or 
Western Union. 
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TUCSOMI: 


WARM-DRY-SUNNY CLIME 


It’s magic that’s indescribable 
—unique on this continent. It 
exhilarates! 

It brings visitors back time and again 
or converts them at once into perma- 
nent citizens. In fact, about half of 
Tucson’s residents came as visitors 
seeking rest but stayed to hike, swim, 
golf, ride, hunt and assume leading 
roles in the business, professional and 
social life of the community. They came 
to bask in sun-splashed patios — they 
remained to live full, rounded lives. 


Send for information and booklets regarding 
air, rail and road data; hotel, sanatoria, and 
other accommodations, This non profit civic 
club renders interested personal service before 
and after you get here, without obligation. 
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 Vour Eyes a New Deal 
If you wear glasses, or think you should, our 
FOUR MONTHS' TRIAL OFFER—containing 
the inspiring story of glasses discarded for 
Nearsight, Farsight, Astigmatism, Old Age 
Sight, Eyestrain, Weak Eyes, Eye Muscle 
Trouble, Etc., as told by USERS AT HOME 
of this Revolutionary System—will be mailed 
FREE upon request. 

NATURAL EYESIGHT INSTITUTE, Inc. 

Dept. 45-S, Santa Monica, Calif. 
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miums of material, not metal value, for 
services in securing new business. 

The possibility of the professional 
class having to accept alms in place of 
earnings grows more mystifying to the 
professional worker as he studies a 
cross-section of the financial reports of 
diverse business organizations. Most 
of the leading motor car companies re- 
port profits for this year up to June 
30th. General Motors reports that 
sales of all types of cars in July were 
the highest for any July since 1929. 

Many chain-store organizations hav- 
ing units in different sections of the 
country, are doing better business than 
they have done in years. Some of these 
organizations, such as the F. W. 
Woolworth Company and the J. C. 
Penney Company, are negotiating for 
new units and expanding and remodel- 
ling old units to meet new and greater 
demands. One of the largest food 
manufacturing and distributing com- 
panies, The General Foods Corpora- 
tion, and its subsidiary companies, 
show a net profit of $5,882,712 for the 
half ending June, 1934. Another proof 
of better business is reported by a class 
specialty store in New York City, Best 
& Co., which reports 94.4 per cent 
gain in net business for six months. 
One hears a great deal about the 
wretched situation among writers of 
fiction and special articles and from 
people in the advertising profession or 
business. In this connection it is inter- 
esting to note that the publishers of 
The Saturday Evening Post, The 
Ladies Home Journal, and other peri- 
odicals having a large national circula- 
tion and carrying considerable adver- 
tising space, report a net profit for six 
months ending June 30th, 1934, of 
$3,731,371. 

The hotel business has improved 
The book publishing field reports bet- 
ter conditions than any time during 
this year. 

As the professional worker notes 
these positive signs of revival of busi- 
ness, he suspects that there is work 
available or needing to be done which 
he and his friends have no means of 
discovering. 

Long out of the red, some organiza- 
tions have found that they can “get 
along” with their reduced staffs. The 
“reduced staffs”? are, in some instances 
doing far more work than they should 
be doing, a situation they willingly sub- 
mitted to in 1930 and 1931 in order 
to hold their jobs. Other organizations 























The host of unusual little luxuries and per- 
sonal services through which the Penjamin 
Franklin recognizes, and treats, each guest 
as a definite individual — plus a new and 
livelier tempo—make this a real'y different 
hotel. Reasonable prices—another “modern” 
attraction. 
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CONVENIENCE 


Within one square of the mag- 
nificent Rockefeller Radio City, 
Fifth Avenue’s smart shopping 
center, St. Patrick’s Cathedral 
Park Avenue sector; adjacent to 
Grand Central Station; close to 
the theatrical section, yet with 
a quiet and dignified atmosphere. 
ENVIRONMENT 
700 large airy and delightfully 
furnished rooms. Popular and 
attractive restaurant with finest 
air cooling system. 
YEARLY LEASES 
We are prepared to offer attrac- 
tive inducements to those who 
prefer yearly leases. 
Inspect our apartments before 
concluding your arrangements. 


50 th. Sireet 
at Madison Ave. 


New York 
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which have taken in ‘“‘new blood” are 
not re-employing but newly employing 
beginners at low salaries. (Few or- 
ganizations employing “white-collars,” 
it should be noted, ever “take back” 
old members of the staff; it is cheaper 
to employ beginners.) Some organiza- 
tions are doing what the bank men- 
tioned above is trying out: they have 
discovered “new policies’ which en- 
ables them to get work done without 
engaging a new or larger staff. And, 
ef course, they are getting more for 
their commodities; hence the improved 
business. 


So in taking stock of the pantry 
shelf and in considering his personal 
assets and liabilities the professional 
worker comes to the conclusion: First, 
that he has no adequate means for 
keeping in touch with the market for 
his abilities and brains, or of stimulat- 
ing demand when and where the need 
is apparent. Secondly, that he has no 
credit facilities to which he can turn 
for funds to help him re-establish him- 
self or to investigate the fields of work. 
Thirdly, that with increased prices and 
lower salaries, business can get along 
very well with mediocre and amateur 
talent. 


Brain work cannot easily be cleared 
through employment services either 
Federal or private. It cannot readily 
be advertised. Quite often it is a mat- 
ter of study, investigation, conferences, 

-exchange of ideas between those on the 
inside with those on the outside. Those 
on the outside today have much less 
opportunity for meeting those on the 
inside than they did in 1928 and 1929. 
There is no medium through which the 
professional worker can keep informed 
of inside problems and developments. 
It is expensive for him individually to 
try to keep in touch with organizations 
or individuals whose interests he may 
feel he can serve. The mere matter 
of personal appearance often works to 
his disadvantage in establishing rela- 
tions with business men or prospective 
clients. Recently two cases came to 
our notice in which “appearances’’ cost 
the men in question the business they 
sought. In one instance a “seedy look- 
ing suit” overbalanced a great deal of 
recognized ability and a keen intelli- 
gence. In the second case, the man 
made a fatal impression because one 
front tooth conspicuously needed a den- 
tist’s attention. These are minor items 
when one is on the inside but major 
ones if it is necessary to create a favor- 
able first impression for business 
reasons. 
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The Finest Fleet of Air-Conditioned Trains in the World 
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Telephone Transmitter and Receiver used at the Philadelphia Centennial 


From one telephone to thirteen million 





Bell Telephone System 


Fifty-eight years ago a telephone 
was demonstrated at the Philadel- 
phia Centennial. Today, there are 
more than thirteen million Bell 
telephones in the United States. 
Three-quarters of a million people 
own the Bell System. They and their 
families would make a city larger 
than Philadelphia. 

It took long years of pioneering, 
forward-looking planning and 
honest management to build the 


Bell System as it is today, a national 


institution fulfilling a national need. - 


It is a big system, for it serves a 
big country. It has grown in size and 
usefulness because it has been built 
upon the solid foundation of service 
to the public. Its constant purpose 
has been to give you the best possi- 
ble telephone service, and the most, 
at the lowest cost consistent with 
financial safety. 

The test of trying times has shown 
the soundness of its structure and 
the rightness of its one policy, one 


system and universal service. 
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